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domestic subsidiary or at the time stock or indebt-
edness of a domestic subsidiary is acquired and
any extension, renewal or replacement of any such
mongaé:.

The Co. will not, nor will it permit any restricted
subsidary to, create, assume, incur or suffer to
exist any mortgage upon any principal property,
whether owned or leased on the date of the inden-
ture, or thereafter acquired, to secure any debt of
the Co. or any other person, without in any such
case making effective provision whereby all the
outstanding debt securities shall be directly secured
equally and ratably with such debt.

INDENTURE MODIFICATION — Indenture
may be modified, except as provided, with consent
of a majority in aggregate principal amount of
notes OUB%

RIGHTS ON DEFAULT — Trustee, or 25% of
notes outstg., may declare principal due and paya-
ble (30 day’s grace for payment of interest).
PURPOSE — Proceeds will be used for general
corporate purposes, includeing repayment of bor-
rowings, worki capital, capital expenditures,
stock repurchase programs and acquisitions.

OFFERED — ($200,000,000) at 100 Flus accrued
interest (proceeds to Co., 99.35) on Feb. 25, 1988
thru The First Boston rp., Kidder, Peabody &

Co., Inc., Merrill Lynch Capital Markets and asso-
ciates.
11. Unlon Pacific Corp. 9%4% notes, due 1993:

Rating — A1 '

AUTH. — $200,000,000; outstg., May 25,

$200,000,000. -

DATED — June 1, 1988. DUE — June 1, 1993.

INTEREST — J&D 1 to holders registered M&N

15.
TRUSTEE — Citibank, N.A.

1988,

DENOMINATION — Fully registered, and
an{ multiple of $1,000. Transferable and exchange-
able without service charge.

SECURITY — Not secured, ranks equally and rat-
ably with other unsecured and unsubordinated
debt of the Co.

INDENTURE MODIFICATION — Indenture

may be modified, except as provided, with consent
of a m?gng amount of notes outstg.

RIGH N DEFAULT — Trustee, or 25%, of
notes outstg., may declare principal due and paya-
ble (30 da.E’s grace for payment of interest).

P 'OSE — Proceeds will be principally used to
repay a portion of the Company’s outstg. commer-
ial paper borrowings and the balance will be
employed to fund part of the cost of acquiring the
Beard shares.

OFFERED — ($200,000,000) at 99.85 plus accrued
interest (proc to Co., 99.22{2 on May 25, 1988
thru The First Boston Corp., Merrill Lynch Capi-
tal Markets, Shearson Lehman Hutton Inc. and
associates.

CAPITAL STOCK

Union Pacific Corp. common; par $2.50:
AUTH. — 300,000,000 shs.; outstanding, Dec. 31,
1987, 105,084,947 shs.; in treasury 11,082,460 shs.;
reserved for options and conversions, 12,797,568
shs.; par $2.50.

Par changed from $10 to $5 by 2-for-1 split, Jan.
27, 1977 and from $5 to $2.50 by 2-for-1 split, May

9, 1980.

VOTING RIGHTS — Has one vote per share with

nilg of cumulative vo for directors.

PREEMPTIVE RIGHTS — None.

DIVIDENDS PAID — (since 1968 as follows):
1973 .... -

(
1969....c00000...$0.50  1970-72........ $2.00

On $5 par sh. after 2-for-1 split.
1977 e 1272 1978 2.00 1979
1980............1.40

On $2.50 par sh. after 2-for-1 split: s
1980....cc.c.eee..0.70 1981 ............... 1.60  1982-86.......... 1 &
1987 2,00 (11988 2.05 a2

@To Oct. 3. >
DIVIDEND REINVESTMENT PLAN — Unde
the Co.s Dividend Reinvestment Plan, which
administered by Morgan Guaranty Trust, Ny,
stockholders may reinvest their cash dividend:
each quarter in Co. common stock. In addition, a;
optional cash investment may be made through
the plan by adding cash deposits in any multip]e
of $10 up to $5,000 per quarter. Cost for th
purchase of shares through the plan consists of ;
5% per purchase (up to a maximum of $2.50
bank service charge and a proportionate amoun
gini_he total brokerage commission paid by th,

ISSUED —Issued in 1969 in exchange fo.
U.P.R.R. Co. common on share-for-share basis. s
TRANSFER AGENT & REGISTRAR — Morgar
Shareholder Services Trust Co., New York. ey
DIVIDEND DISBURSING AGENT — Morgar
Shareholder Services Trust Co., New York. LS
LISTED — On NYSE (Symbol: UNP).

1984 19'8:'

PRICE RANGE — 1987 1986 1985
- i A — 86%s 61%s S5Ya S2% 614
Low ........... 45y 46%2 39 Yy 4
Preferred Retired: All outstg. $7.25 convertible

pfd. stk. was redeemed on Mar. 1, 1988 at $389 pe:
sh. ~ 2

UNION PACIFIC RAILROAD COMPANY

HISTORY

Corporate History: The Union Pacific Railroad
Company was incorporated under the laws of

Utah, July 1, 1897, for fifty years, as successor by g

reorganization of the Union Pacific Railway Com-
pany. In 1945, charter was extended. to July 1,
1997.

Latter company was organized upon consolida-
tion of Union Pacific Railroad Co. (obtained char-
ter under an Act of Congress in 1862 as a Civil
War necessity), Kansas Pacific Railway Co. and
Denver Pacific Railway & Telegraph Co., effective
Jan. 24, 1880.

Early Developments: In 1865, construction was
started at Omaha, Neb., westward to meet a line
being constructed eastward from Sacramento by
the Central Pacific Railway Co. (organized in
1861). The two projects were completed on May
10, 1869 — the first railroad to link the Padfic
Coast with the Missouri River.

Opened with 1,006 miles of line in 1869, the
Union Padific, although part of the first transconti-
nental railroad, for many years had an unfortunate
history. The *“‘Credit Mobilier” caused a scandal in
the construction days and subsequent over-exten-
sion and under-capitalization leit their burden
upon the Union Padific Railway Co., predecessor
to the present Company. Meanwhile Union Pacific
Railway Company’s debt to the Government had
become a proglem and in 1891 the road was only
kept going through the issue of $24,000,000 promis-
sory notes, due in 1894. Diminished traffic in 1893
brought on a receivership.

In the reorganization which followed in 1897, the
Government liens on the Union Pacific and Kansas
Pacific roads were fully discharged at’a cost of
$60,201,856. The bonded debt (of the Union Pacific
proper) amounted to about $120,000,000 and the
capital stock of $60,868,500, which was assessed
159, were provided for, but about $20,000,000 of
the notes were not considered. The collateral for
these notes, consisting principally of securities of
subsidiaries, was later foreclosed and these proper-
ties separately reorganized.

The accession of E.H. Harriman began a period
in which the Union Pacific was established as one
of the great and stable ra.ilwaéhisystems of the
country. A large interest in the cago and Alton
was acquired and control of the Southern Pacific
was gained in 1901. A spectacular attempt to con-
trol the Northern Pacific created a near-panic in
Wall Street and led to the formation of the North-
ern Securities Co. This company was declared a
violation of the Anti-Trust Act by the U.S.
Supreme Court in 1904 and the securities held
were distributed. The Southern Pacific holdings
were ordered relinquished by the Court in 1913.

Other Property Acquisitions, Mergers and Dis-
positions: On Jan. 1, 1936, the company acquired
control by lease of Oregon Short Line Railroad
Co., Oregon-Washington Railroad & Navigation
Co. and Los Angeles & Salt Lake Railroad Co.
The company owns, and for many years has
owned, directly or indirectly, the entire capital
stock of said lessor companies except directors’
qualifying shares of Oregon-Washington Railroad
& Navigation Co., on which the company holds
purchase options. The railroad properties of com-
pany and the said lessor companies have long been
operated as a single system under common control

(Controlled by Union Pacific Corp.)

and management, known as the Union Pacific Sys-
tem.

On Jan. 1, 1936, the company also acquired con-
trol by lease of The St. Joseph & Grand Island
ailway Co. The company owns the entire capital
stock of said lessor company except 546.8 shares,
being about four-tenths of one per cent of entire
capital stock. Prior to Jan. 1, 1936, The St. Joseph
& Grand Island Railway Co. had not been oper-
ated as part of Union Pacific System, although for
a number of years the company has owned over
95 per cent of its capital stock and in the proceed-
ings before the ICC on the application of company
for approval of its control by lease of said lessee
companies, Laramie, North Park & Western Rail-
road Co. and Pacific & Idaho Northern Railway
Co. intervened. The Commission accordingly
approved the leases, subject to a condition that the
company agree and undertake to abide by such
findings as the Commission might thereafter make
with respect to acquisition of railroads of the two
intervening companies in al ary proceedi
The company accepted the condition and, pursu-

ant thereto, subsequently acquired 24,964.4 of the g

25,000 shares of common capital stock of Laramie,
North Park & Western road Co. outstanding,
and all the properties of the Pacific and Idaho
Northern Railway Co.

In the early 1930’s the company acquired entire
capital stock of Union Pacific Stages, Inc., and 70.9
Eerccnt of the capital stock of Interstate Transit

ines which percentages were 66.15%, and 51%,
respectively, at Dec. 31, 1951. On Oct. 1, 1952,
entire holdings in latter company were sold to
Greyhound CorE.

Saratoga & Encampment Valley R.R. Co. and
Laramie, North Park & Western
owned subsidiaries, were liquidated July 31 and
Nov. 30, 1951, respectively and properties acquired
by Union Padific R.R. Co. |

In 1958 company acquired stock of Spokane
International R.R. Co. (see appended statement)
on basis of 1.04 shares of Union Pacific common
for each share of Spokane International stock.
Holdings total 99.949%, of stock.

Joint acquisition with Southern Pacific Co. of
Portland Traction Co., subsidiary of Portland
Transit Co., for $4,275,000 cash was approved Dec.
27, 1961 by ICC. As of Dec. 31, 1967 company and
(Sootg;n)em Pacific Co. each owned 42,245 shares
50%).

In 1962, Union Padific Coal Co., wholly-owned

subsidiary, was dissolved and its properties taken
over b e Railroad Company.

In Dec. 1964, company sold its Sun Valley,
Idaho, r

esort.

In 1968, acquired Mount Hood R.R. Co. for
$1,176,678. ,

In Jan. 1970, acquired Champlin Petroleum Co.
and Pontiac Refining Co., both of Fort Worth,
Tex., for $240,000,000 in cash, half payable at clos-
ing and balance in 3 equal annual ins ents.
m%ffecdve Apr. 1, 1978, Co. and Southern Pacific
Transportation Co. divided assets and operations
of Paafic Fruit Express Co.

In Aug. 1980, acquired from Chicago, Milwau-

kee, St. Paul & Pacific Railroad Co. about 100
miles of track in Washington and Idaho for
$19,000,000.

During 1987, Union Pacific Railroad Co. merged

with the Following leased line and subsidiary com-
ga.mes: Ees Chutes Railroad Co.; Los Angeles and
alt Lake Railroad Co.; Mount Hood Railway Co.;

.R. Co., wholly- N

Oregon Short Line Railroad Co.; Oregon-Washing

ton Railroad and Navigation Co.; Spokane Inter-
national Railroad Co.; Yakima Valley Transporta-
tion Co.; The Western Pacific Kaﬂroad Co.

Sacramento Northern Railway and Tidewater
Southern Railwex(\.'I Co.

During 1988, Union Padific Corp. acquired Mis-
souri-Kansas-Texas Railroad Co. (MKT). M-K-T
has become a subsidiary of Missouri Pacific Rail
road, which is a subsidiary of Union Pacific Corp
Union Padfic paid $102,000,000 for the M-K-T*
outstg. shs. and will assume M-K-T's long-tern
debt of apgrox. $250,000,000. Approx. 98%, of the
shs. of the M-K-T were owned by Katy I.ngustria.
which elected to take part of the payment for it
shs. in the form of a 1S-year 7!2% Missouri
Padific_installment note and is exchangeable for
Unin Pacdfi Corp. com. stk. at the price of $63.3¢
per sh. Public shareholders of the M-K-T wil
receive $52.26 per sh.

Transfer of Non-Rallroad Activities to Parent

- On June 26, 1971, all non-transportation subsidiar

ies were transferred to Union Pacific
, see preceding statement).

Location: Union Pacific Railroad operates in 2(
states: Arkansas, ifornia, Colorado, Idaho.
Iowa, Illinois, Kansas, Louisiana, Missouri, Mon-
tana, Nebraska, Nevada, New Mexico, Oklahoma

egon, Tennessee, Texas, Utah, Washington anc
Wyoming. The total popuiadon for all states was:
1980, 93,019,015, L

Lines extend from Kansas City, Missouri, anc
Coundil Bluffs, Iowa, westward, serving important
cities of Omaha, Nebr.; Denver, Colo.; Che{',e.m:&
Wyo,; Salt Lake City and Ogden, Utah; Las Vegas,
ev.; Los Angeles, Cal: Pocatello, and Boise 1da.;
Butte, Mont,; Portland, Ore; and Spokane and
Seattle, Wash. Sy

Lines extend eastward from Coundil Bluffs, Towa
and Kansas City, * Missouri to cago, I,
Louis, Mo.; Little Rock, Ark.; Memphis, Tenn.:
and New Orleans, La. -

Lines extend west and south to Reno, Nev.; Sac:
ramento, San Francisco, Oakland, San Jose, and
Long Beach, Calif.; Fort Worth and Dalflas, Tex.
Wichita and Topeka, Kan.; El Paso, N.M.

Southern Pacific — Central PacHic Settiement
The decision of the Interstate Commerce Commis:
sion on Feb. 6, 1923, permitting continued control
of the Central Pacific by the Southern Padific Co.
prevented disruption of that system, and inciden-

y im conditions for the protection of the
route via Ogden and the Union Pacific against
diversion of the traffic to the Southern Padific's E}
Paso route, viz: requiring the maintaining .
through passenger, mail and express train servict
in connection with Union Pacific between San
Frandisco and Chicago, and perishable freight trai®
service between Roseville and Omaha, equal to the
service afforded by Southern Pacific with otheli
connections, the publication and maintenance ©
rates via Ogden between all points on its lines west
of , Cal., and eastern points no higher tha?
those applicable by any route in which 1t partc-
pates, and co-operation with Union Paafic t0
secure by active solicitation the routing of maxi:
mum freight traffic via Ogden.

In 1959 the ICC approved an application by th¢
Southern Pacific for authority to merge the Cen!
Padific, a wholly-owned subsidiary. However, lat-
ter agreed. in its application, to continue wd o
bound by the conditions in the Commission’s 0rd¢

=1

(for

Corp.
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23, and Commission, in authorizing the
erger, stated that such authorization should not
m cons'ﬂ"-'cd as affecting in any way the interests
b‘Union Pacific and Denver & Rio Grande West-
of. in the pending case involving solicitation of

ic.

Jan. 6, 1966 ICC granted Denver & Rio
de's petition for modification of condition in
jssion’s 1923 order approving Southern
ific's control of Central Padfic. Union Pacific

4 Southern Pacific filed a joint suit before three
mdge Federal District Court at Omaha to have the
an. 6, 1966 1CC order set aside. On Dec. 6, 1967
“Seral District Court ugheld the ICC order. A
otice of appeal to the U.S. Supreme Court was
?iled by Union Pacific and Southern Pacific on
Dec. 27, 1967.

k# The Supreme Court approved the lower court’s

decision.

- Dissolution Decree: In 1908 the Government
jtuted suit against Union Pacific under the
,?nci-’rn;st Law \%h:cll} _s\:jt Swu f(l:[st

|7 decided in favor of company by United States Cir-

g'ff&' Court, but on a the United States

Supreme Court decided Dec. 2, 1912 in favor of the

i Government and required company to dispose of

F its holdings in Southern Pacific. A plan of compli-

¥ gnce with this decision was finally approved b

I the Court June 30, 1913, whereby Union Pacific

5 erred to The Pennsylvania R.R. Co. 382,924

(of 1,266,500 shares owned of Southern Pacific in
¢ exchange for 212,736 preferred shares and 212,736
. common shares of The B.&O. stock held by The
Pennsylvania, and the balance (883,576 shares) of
Southern Padific stock owned by Union Padific
! was offered at $92 per share to Union Pacific
" stockholders for subscription on or before Sept. 2,
- 1913; the offeri was underwritten. On Jan. 8,
. 1914, Union Pacific directors approved the distri-
 bution to stockholders of $28,480,000 B.&O. pre-
ferred and $53,607,800 B.&0. common.

-~ IcC Valuations: The Oct. 18, 1933, Interstate
Commerce Commission’s valuation of $501,258,082
*on Union Pacific system carried valuations of the
component parts as follows:

Union Pacific proper, $243,440,000 of property
owned and us for common carrier purposes,
$980,852 owned but not used and $628,116 of prop-
' erty used but not owned;

Oregon Short Line owned and used $104,000,000;
owned but not used $2,076,920 and used but not
" owned $8,052,715;

Oregon-Washington Railroad & Navigation Co.

$8,679,813 and used but not owned $6,210,826;

% Des Chutes Railroad owned but not used
> $5,750,000;

- St. Joseph & Grand Island Railway owned and
»  used $7,741,764; owned but not used $7,930; used
.+ but not owned $452,185;

g, Ogden Union Depot owned and used $967,058
; and used but not owned $853,000;

' Northern Pacific Terminal owned and used
$6,872,612; owned but not used $54,177 and used
but not owned $176,006; and

Leavenworth Depot owned and used $115,200.

The foregoing figures are as of June 30, 1916 for
Or;?on Short Line, Oregon-Was ton Railroad
& Navigation Co. and Des Chutes Railroad Co.; as
of June 30, 1919 for Union Padific itself; as of June
. 30, 1919 for St. Joseph & Grand Island; as of June

30, 1916 for Northern Pacific Terminal Co. an
Ogden Union Railway & Depot Co. A total of
3&?5.234 net working capital was included in the

Los Angeles & Salt Lake R.R. Sult On June 7,
1923, the ICC issued its first Final Valuation Order
as of June 30, 1914, of properties of Los Angeles &
Salt Lake R.R. Co. In a suit brought by company
in United States District Court at Los Angeles to
cancel and enjoin order of the Commission estab-
lishing such value, the Court found that value of
property tireaﬂ exceeded amount found by Com-
mission; that there was no *“value for ratem
- purposes” as found by Commission but only one
value, namely, its true actual value for any and all
P\{?om; and accordingly, entered an order setting
aside the Commission’s order and enjoining its use
for any purpose. An ap was then taken by the
Government and the mmission to the United
States Supreme Court, which reversed decree of
District Court and ordered suit dismissed upon the
ground that courts have no jurisdiction to review
orders of Commission in valuation proceedings b,
direct suits of this character brought before su

MILEAGE — Union Pactific Rallroad combined with Missouri Pacific Rallroad, Dec. 31, 1987

owned and used $121,748,600; owned but not used -

valua, are actually used against carriers in
some rate or other proceeding. The Supreme
Court’s opinion did not dispose of, or consider,
any of the contentions as to the invalidity of the
valuation,

The Commission fixed a valuation of $40,000,000
on the property, whereas the carrier argued that it
was entitled to a valuation of $70,000,000.

Lease of Subsidiaries’ Properties — Unlification:
As of Jan. 1, 1936, company leased the railroads
and properties of the following subsidiaries, pursu-
ant to ICC authorization granted July 26, 1935:
Oregon Short Line R.R. Co. (entird capital stock
owned by Union Pacific); Oregon-Washington R.R.
& Navigation Co. (entire capital stock, except
directors’ qualifying shares, owned by Oregon
Short Line R.R. Co.); Los Angeles & Salt Lake
R.R. Co. (half of capital stock owned by Union
Pacific and half by Oregon Short Line R.R. Co);
and St. Joseph & Grand Island Ry. Co. (99.57% of
entire capital stock owned by Union Padific). Prior
to Jan. 1, 1936, Union Pacific R.R. Co., Oregon
Short Line R.R. Co., Oregon-Washington R.R. &
Navigation Co. and Los Angeles & Salt Lake R.R.
Co. had been designated as the “Union Pacific Sys-
tem.”

The leases run from year to year until termi-
nated by either party after at least 3 months’ writ-
ten notice to other of its election to terminate at
end of calendar year then current. Union Padific,
as lessee, operates the leased properties and main-
tains them in repair, and indemnifies for accident
claims, etc. As rental for leased properties, Union
Pacific pays in each instance, interest on outstand-
ing funded indebtedness, depreciation and amorti-
zation of bond discount to extent that these items
should be allowed for income tax purposes, legal
requirements for maintenance of lessor’s corporate
existence, but only to extent that lessor’s income
from other sources are insufficient for purpose; in
addition, Union Pacific pays a sum suffident to
pay dividends on small amount of St. Joseph &
Grand Island stock not owned by it, at rate of $5
per ist preferred, $4 per 2nd preferred and $2 per
common share per annum. Union Pacific waived
its rights to participate as a stockholder in any
dividends paid by St. Joseph & Grand Island dur-
ing term of lease.

Authorization of the ICC for above leases was

conditioned upon Union Pacific’'s complying by
such findings as the Commission might make with
respect to acquisition, at their commerdial value, of
Laramie, North Park &
Western R.R. Co. and Pacific & Idaho Northern
Co. or as to operation of these two short lines, or
acquisition and operation, in a subsequent pro-
ceeding before the Commission.

The above leases were approved by the ICC,
and the Union Pacific acquired, and held 24,964.4
common shares (out of a total of 25,000 shares
outstanding) of Laramie, North Park & Western
R.R. Co. for $648,856, and the Oregon Short Line
R.R. Co. acquired the properties of Padfic and
Idaho Northern Railway Co. at a foreclosure sale
for $64,805. The Laramie, North Park & Western
was merged into Union Pacific in 1951. Line
extended from Laramie, Wyoming, where it con-
nected with Union Pacific, to Coalmont, Colorado,
a distance of 111 miles, and was operated by the

d Union Pacific, while the line of the Pacific and

Idaho Northern which extends from Weiser, where
it connects with Oregon Short Line R.R. to New
Meadows, Idaho, about 90 miles, is now being
operated as a branch line.

Agreement With Chicago and North Western
Rallroad: In December 1978, Union Pacific con-
cluded an agreement with the Chicago and North
Western Railroad which opened the way for Union
Pacific’'s participation in coal traffic from Wyo-
ming’s Power River Basin. Under the agreement,
the two railroads cooperated in construction of a
107-mile rail project to link a C&NW joint line
into the basin with Union Pacific lines near the
Wyoming-Nebraska border. The Connector Line
opened in August 1984, three months ahead of
schedule. It involved construction of the longest
stretch of new railroad built in the United States in
the past 48 years. It is estimated that by 1989, 25
million tons of coal a year will be carried on the
line. UP and C&NW have already signed contracts
with utilities in Arkansas, Texas, Minnesota, Wis-
consin and Louisiana.

On Dec. 31, 1987, operated a total of 33,588 miles as follows:

By type of operation:
LT A

“ Operated under contract for contingent rent . ....... -
: TrRage eI i ovvames isvanmsnt FEaFeEewsowE Kev

Jointly OWned +ovvvverieeiei e
Ovwmed by Propretary Cos.......coveveenassneenases
Operated under lease for fixed sum .........couvuunnn.

SUMMARY OF MILEAGE OPERATED, DEC. 31, 1887

C%NTROL
nion Pac orp. (see preceding statement
o}:ms 100% o1 . utstanding preferred and commotz
shares,

Bl.lJJSINESS

nion  Pacific  Railroad (including Missouri
Pacific Railroad Co.) is the third largest railroad in
the United States, with nearly 21,000 route miles
linking West Coast and Gulf Coast ports with the
Midwest. Major categories of freight hauled by the
Railroad are coal, grain, chemicals, automotive and
machinery, forest products and intermodal traffic.
In 1987, coal was the largest commodity in terms
of total revenue ton-miles (28.0%), while chemicals
traffic produced the highest percentage fo freight
revenue (22.5%,).

The Railroad has sharpened its focus on cus-
tomer responsiveness in recent years through the
development of a National Customer rvice
Center in St. Louis, emphasis on high-speed infor-
mation technology to respond to customer
requests, and reorganization of the Operating and
Marketing departments,

SUBSIDIARIES
mpany controlled the following companies to

the extent gndicalcd: *
Camas Prairie R.R. Co. (50%)
Denver Union Terminal Ry. Co. (16.67%)
Kansas City Terminal Ry. Co. (8.33%,)
Portland Terminal Railroad Co. (409,)
Longview Switching Co. (33.33%,)
Ogden Union Ry. & Depot Co. (50%)
Union Pacific Fruit Express Co. (100%)
Portland Traction Co. (50%)
St. Joseph Terminal R.R. Co. (50%)

ailer Train Co. (2.44%)
Union Pacific Motor Freight Co. (100%)

Other System Companies (wholly-owned within
the system): St. Joseph & Grand Island Ry. Co.

MANAGEMENT

Officers )
M.H. Walsh, Chmn. & Chief Exec. Off.
Drew Lewis, Chmn. Exec. Comm.
J.R. Davis, Exec. Vice-Pres. — Oper.
F.B. Henderson, Exec. Vice-Pres. — Mktg. & Sales
.R. Colvin, Jr., Vice-Pres. — Mktg.
L. Godfrey, Vice-Pres., Mktg. — Planning & Ser-
vice
D.A. Shum, Vice-Pres. — Intermodal
JM. Ostrow, Vice-Pres.— Indus. Devel. & Prop.

Mgmt.
R.G. Medahl, Vice-Pres., Sales
W.A. Bales, Vice-Pres., Purch. & Mat.
.V. Dolan, Vice-Pres., Law
. Farrell, Vice-Pres.
.H. Rebensdorf, Vice-Pres. — Strategic Planning
Kyle, I1I, Vice-Pres.
. Sines, Vice-Pres. — Info. & Commun. Sys.
.K. Davidson, Vice-Pres. — Oper.
Ames, Vice-Pres, — Fin,
L. Watts, Vice-Pres. — Labor Rel. & Personnel

Directors
. Bauman, London, England
.S. Cook, New York
. Conway, New York
.D. Grant, Kansas Gg, MO.
.F. Eccles, Salt Lake Ci
. Fery, Boise, ID ’
. Gerry, Jr., New York
.R. Hope, Washington, D.C.
.B. Jenks, St. Louis, MO.
.A. Kissinger, New York
.R. Meyer, New York
M.F. Miller, Omaha, NE
H.B. Mitchell, New York
M.K. Milliken, New York
E.L. Palmer, New York
R.W. Roth, Portland, OR
W.B. Shapleigh, Portland, OR
R.D. Simmons, Washington, D.C.
GM.H. Walsh, Omaha, NE
[@Drew Lewis, New York

Members of executive committee.
Audttors: Deloitte Haskins & Sells.

Annual Meeting: Third Friday of Apr. in Salt
Lake City, Utah.

8H7ugadqunn0n: 1416 Dodge Street, Omaha, NE
68179.
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First Second Third Sidings and

Track Track Track Yard Track Totals
........................... 18,478 1,753 81 8,393 28,705
........................... 83 69 i onhdisho 440 592
........................... 248 13 n 332
........................... 26 12 casdoe 74 112
........................... 1 camieisie PR 3 4
........................... 2,108 644 2 1,089 3,843
........................... 20,944 2,491 83 10,070 33,588
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BALANCE SHEETS (Cont'd): - 1987 1986 [+l 1984 1983 m1982
Other current assets ............ &y ares e & § 4 SRR § § §eeiae 135,836 155,037 151,0. 32,837 31,295 71,746
Total current assets ......... 797,445 803,931 807,714 567,351 595,499 477,798
Spedial funds & other invest. & adv. P’ 64,282 53,166 33,144 14,114 9.7 12,511
Investments....... T D s SRR RS NETe 257,867 229,231 211,429 214,369 148,792 82,688
Transportation Property:
Road ........ 5,746,581 5,553,397 5,299,145 2,733,090 2,602,342 2,539,388
Equipment......ccoc000ass ALESTRS % § ¥ & AT RS § § e 3,850,386 3,852,201 4,030,386 2,035,382 2,108,090 2,183,336
General expenditures............... Y TEL. SR %8 7SV 138,520 123,818 115,714 9,278 5,525 4,532
Other elements of investment ......covveveennnnnnnienennns eeees cereee eeeaas
Construction Work in PUOGTESS ...« vecuvsossvssssosresnsssoe  seswes —_—— sesewy, S eaew
Total u'anspomuon property ........ simaieE w e & & S 9,735,487 9,529,416 9,445,245 4,771,150 4,715,957 4,718,256
Less: depreciation & amortization........... Ve BRI . 8 ¢ 2,995,462 2,965,262 2,891,080 1,662,073 1,614,827 1,543,059
Net transportation Property .......c.eeeeeeeneenrensanns 6,740,025 6,564,154 6,554,165 3,115,677 3,101,130 3,175,197
Miscellaneous physical property .....cceeveeiecreecnencnanns 28,745 29,957 30,156 11,897 9,827 9,359
Net DroPerty: ¢v s s s sion s ¥ viowde Ao § VEEE GRS 8 PR 6,768,770 6,594,111 6,584,321 3,127,574 - 3,110,957 3,184,556
OLher 838e818 . o .0 0.i0 s 4aibameink s §osmaRTiensd FEETAINGS bEAFIRORT 34,080 45,738 31,548 15,018 10,916 10,906
Other deferred charges ........cc0vnnen et ' SewIEmISE B S 24,475 22,021 28,819 8,492 20,830 6,652
Totalassets .......oovvvennenannanns ST I 7,946,919 7,748,198 7,696,975 3,946,918 3,896,730 3,775,111
LIABILITIES
Current Liabilities:
T.oans and notes payable . oo i sameneniss s ommernie s e Fesdhie 11 ...
Accounts and bills payable . 9,042 14,176 16,375 2,977 1,475 1,630
Miscellaneous accounts payable 165,564 133,595 131,612 90,312 93,957 75,612
Interest & dividends payable . i S Ie@ 40,495 43,271 47,099 14,479 15,717 17,144
Accrued BCCOUDIS DAY, o isivviannis s sssmwoninme s 50 eaons o 5 aass 615,341 680,493 500,242 239,151 205,656 178,211
Accrued tax liability ........ciiiiiinnnn R - 65,282 68,659 50,255 27,062 39,697 38,
Payable to affiliated Companies .......coviivvienernnnnnnnnnnn 46 745 710 91,984 P R 14,710
et current Uabilities . ;ucoswmn i 5 somemmienies 55 sateesns & § Faree 4,203 4,972 15,659 12,363 10,437 10,326
Long term debt due within year ........... $6%E § SEEGONERS § 8 B 137,545 155,801 140,511 66,300 59,445 56,786
Total current labURISS ....ccvi i s savvanaioes s soagomss ¥ ¥ 659 1,084,217 1,101,677 993,737 452,655 426,384 393,219
Longtermdebt c.oevvcnnccciacranencsccannas aWaies BA S 407,412 410,234 420,156 48,779 48,479 43,279
Equipment obligations . ,.cuese et a saieisiaiamiosan sommonnssswoine 701,613 812,346 887,619 375,123 445,556 511,630
Capi fense QBUGALONS o ovusvmmus wuinaususins o oowsgnmaa s 5wy 20,148 2,05  seeeve  wseees R 0N csenee
Payable to affiliated companies ... omeecensesone " 111,985 64,498 49,350 77,761 66,173 54,981
Unamortized disc. and premium on L. TD. dr2,368 dr3,681 drd,061 1,695 1,724 2,065
Other long-term liab. & deferred credits . i 377,765 378,276 181,611 81,405 79,735 65,738
Deferred income tax credits ........ - 2,003,186 1,947,137 1,989,052 1,010,967 971,100 899,823
Shareholders’ Equity:
Preferred stock .5 o o o § S wwavesavs s 5 onnnes § 5 peeee  weweas.  SeseEs eeeewm 74,843 74,843 74,843
Common StOCK c e v s v anscasssssscsossionsssssscasssasesos 224,288 224,288 224,287 224,287 224,287 224,287
Total mpigz.l SROCK & v saiassies & 5 ielere S § § Weisieieyels § o el 224,288 224,288 224,287 299,130 299,130 299,130
Additional capital <o s ivnisieine s sasesmeng 2 sesnnee s 8 asaee 315,702 315,702 315,712 35,517 35,517 11,635
Retained iNCOME v vvvvvvreeneresreccscesnssessccancansnnas 2,702,971 2,471,016 2,606,319 1,567,276 1,526,380 1,497,741 1 375,536
Total stockholders’ equity « oo s s ssuwnemony s sovosmsss s o4 3,242,961 3,011,006 3,146,309 1,901,923 1,861,027 1,808,506 1,686,301 L
Total liabilities & ety «ievcs s s swummvness & goisosians a4 o2 7,946,919 7,748,198 7,696,975 3,946,918 3,896,730 3,775,111 3,517,183 &
Net current BBBOB . o s isiising s nns e aEEF § ST OTEE G e e 286,772 a291,746 d186,023 114,696 169,115 84,579 dJl.nz
g&y Account Analysis e
L\'VES NT IN ROAD & EQUIP. -
................................................ 389,539 368,861 468,609 173,247 99,853 N.A. 84,640
Equxpmenl ............................................ 99,625 102,724 149,911 24,016 11,186 V. 57,168
Construcnon WOrk In DTOZTESS voosesasmnsvsnsssevevosises 14,839 8,166 4,006 12,429 cr9,456 N.A. cr5,029
................................................ 504,003 479,751 622,526 209,692 101,583 NA. 136,779
CREDITS FOR PROPERTY RETIRED
Road. 5 v vosimesi ¢ vasmens Rife ORISR § RIS ATANN . & AATA O 196,350 115,452 134,697 NA. 15,694 N.A.
EQUIDMENt oo omivinis & vamsimnens § & saeieios/aies § Seapwems 5 seeene 101,445 280,909 203,917 NA. 88,107 N.A.
B8 .5 i salrea § 6Ad ST § 8 Ea G § & SADRAEINE § RaRe 1BF Gieees e NAS avenss N.A.
Tl o osamores s pomeenEEe i FEUPEREREE s §OEEHEE S SEEeeE 297,932 396,423 338,718 N.A. 103,891 N.A.
NET CHANGE: 75030 isavwnoning s samvaaaess s s aesseis s saose 206,071 83,328 283,808 NA. d2,308 NA.

[[IRestated for change to depreciation accounting ECertain amounts restated to reflect pooling of
interests through acquisition of Missouri Pacific
for railroad track structures. Railroad Co.

Classification of Securities Owned, as of Dec. 31, 1987
Investments In Atfillated Companies

Class

No. Issuing Company (% of control):

Al Alameda Belt Line (50) , ;i ciiviramn s & o siojiicioils ¢ sjossetoisiom s § § S9wH0ews weie SR B SO LRRERE B8 SRR SN e BE
Al Alton & Southern Railroad (50) ....covvvevvenennn ARG § § BTORGA § S S0 S AN § BTN BT Bbembik x e S
Al American Refrig. Trans. €o. (100) . . .ot vvuenunuiueeeneeeneeneeensosensssasassassesnsnssssesssnescanenssnsnns
Al  Ark. & Mfs. Ry, Bridge & Term. Pfd. (33.33) ...ovieniiinininiiiiiiiiniiiiiienieannns X ¥ B ¢ CEe
Al Ark. & Mfs. Ry. Bridge & Term Com. (33. 33) .......................................................
Al Belt Railway of Chicago (8.33) ........ e TN -y EERARN § RGN BN 5 RN ERRRES ERNREE § R
Al Brownville & Matamoros Bridge Co. (50) 8 B ERARES FREREROET 7 PTG RAITEER SRS TSRS S P N————.
Al Camas Prairie RR.C0.(50) ......ovvnnunnninnnnn e eiaeeaas eeeeraaaes e
Al Central Cal. Traction Co. (33.33) . u.vvunvunesnnnns SRS § AR & ST RIS SRR €S E SR § B
Al Chicigo & Western Indisng RR £20) o645 saoiinsess g imeeme s @i » §essisw i & UEmaans §emssiil Gaesnmes oo wie e
Al DenverUnion Terminal Ry, €0, (16:67) s « « soiscsinvis o 6 ajsisnimuansi s s o alicesiein 5 wnisiss o & odaisied & seeasos 5.5 SN R S
Al Galveston, Houston & Henderson RR (50) .............................................................. -
Al Houstou Belt & Term Ry, (50) cuiuiiniininnennennonnnnoennsnnennneanenns e

Al Longwew tglwmzhm,g Co. (3 33) .....
Al Missouri Padific Truck Lgnu 00)

Al Oakland Term. Ry.(50) ........
Al Portland Tcmuna.l RR. Co, (40)
Al Ogden Union Ry. & Depot Co. (50)
Al Portland Traction Co. (50%)........

Al Southern Illinois & Missoun Bridge Co. 60)
Al Texas City Term. Ry. (33.33) .....ovuens
Al St ]’ose% h Terminal R R. Co. (50)..... -

Al “Traller Prain00u(9.70) o oo s suninasins s uumuneins panspemenias s qaenonss 6eess s s sosiss s S s §Eseseeseeens §evees
Al Union Padfic Motor Freight Co. (100) ........................ "y S W B B WY § ST § SRS BT e VHEe
Al Union Padfic Fruit Express Co. (100) ......covuuvunninncennnnnns T OTRER BAATHRA § TS RENFTTRA B IP

A3 Missouri Improvement Co. (100) ........ccovvvuuennn

A3 Standard Realty & Development (100) ......covvviieriunnnnennnes 2

A3 Union Padfic Communication Corp. (100) .
A3 Union Pacific Freight Service (100) . .. .uuveuuuneeee s eeneenessonoeeesesnaessseesansssessssnnsessas .
A3 Transportation Data Exchange, Inc. (24.81)

TotalClass A...........
Dt St Joseph Terminal R.R. Co. ..
D! Terminal RR Assn. of St. Louis.
D! Trailer TrainCo. .vvvvvnns -

Total Class8 D croisii « v assimmins § ¥ oweiseis s FHaasmiedn § & ¢ ¥ GEEEsy Lo S8avs § eEees §EesueEh ¢ SR ¥ e ee
Bl Camas Prairie R.R.C0: v s s sovisiimsis s » somiinsiod & seppisioniajes s & 5o U bR A SR § W B S e
Et1 Denver Union Terminal Ry.Co. .ovvvvvrvninninnennnns SRS § ST § SRR SOTER § SO ¢ SR SieiE EHEOR § He
El HarborBelt LiIne R.R. Co.0 o e vovrvnimnesvoommresvoonensvmnssas nmceamns womis B N T woiinie ¥
E! Kansas City Terminal Ry. Co. cocuevinnsenvoneoes . Cereeaeeaas =

15,000
6,870,000
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Total
book value
................................................................................... 37,
1,204,000
154,000
........................................................................................ 20,000
............................................................................. 6,000
....................................................................................... 2,543,000
.................................... 10,598,000
,000
R 5,330,000
Missouri Pacific Intermodal Transport Inc. . .. ... ........... DRI "(5,000)
BL nsou PAcic THICk LIBE TOE. oo s osasions vastarnh £5ashanes sawornsmns s+ sasnmamorss S 10,863,000
1* Oakland Term. RYe covesconvasans sonssenssseenensnsssssnsbobocssssssotsssssenss nsoeesssseoesssseesenssas 401,000
EL% Port Term. Ry. Assn.. . R T T U s 206,000
E ? Southern Illinois & Missouri Bridge Co. .. v v v verunnsttneenestuuietnseaeerueeuasoenssetotersrerennnieesnnnss 974,000
erm. RRASSD, Of SELOUIS «uvovums snsmenine vompuss yemeness s o sseiessoss sevsssetsionss seeoass o soyeesssssewess s e 1,484,000
2,000
50,000
13,419,000
1,189,000
45,000
5,937,000
$64,368,000 $15,000
g $124,545,000 $1,472,000
[MCarried at nominal value of $1.00.
tocks:
(1) Carrier corporations — active. ”
(2) Carrier corporations — inactive.
(3) Noncarrier corporations — active.
’ (4) Noncarrier corporations — inactive.
(B) Bonds (including U.S. Government Bonds).
(C) Other secured obligations.
(D) Unsecured notes.
(E) Investment advances.
-« The sub-classification of classes (B), (C), (D), and (E) is the same as that provided for class (A).
%
LONG TERM DEBT — Maturities, Descriptions and Ratings
' Chronological Record of Debt Maturities to Dec. 31, 1891
(See also Guaranties and Suretyships on a following page)
1887
Egipmetit ODBERGGHS - 5 oo oo sviing s 5 § 56 MpERTCaIDHAR § § 5 4 LA TEAFEIEECTORFORDERAEETIWON 3 3 8 5 5 S LIRS TFA AT B BB § &5 trwmeemmmrnain s x ek $48,195,000
P 1888
EQuiDMeERt CDUHGREONE . «i civiecnisi e idimivmn & fon B dmeABRADS D5 5§ SR RSN ARSI STETRRRTRIAR RN RR B 0 Sonibroidamsn Binio bibivn'S | » w-oiaieigsserecsseiiegioe & o $44,345,000
gDy 1889
EQUIDINIENIt OB A0S .+« v v v e et e et auee e e aese e aaaes s s aeosansesssesasssasssssessasssasssanssasasesesanssssssansocsasesseosensses $41,895,000
o : 1890
Eauipment obBRaMIONS . o o o convos cnamnn g s s s 0sesaaSsaases s e ¢ 5 v 6o aisaanm s e e sne s s s s § Eees e ssenees s 65 iy ssaoy isEs e $28,395,000
T 1991
Eqidtpment obUGEHONE . o.vvainvsninmeess 5 § 58 meOue@aBas § 5.5 § L6 Slaeseeseissaesseaenesviee & § § § ¥ IopaseOieRREnes § LEvaeRIREEEe b e swE $28,395,000
Note: Equipment obligations include conditional sales agreements.
£ Equipment Trust Records and Ratings

(As of Dec. 31, 1986)

Cost of
! Interest Serially Out- Original Equip- Paid in

- Name of Issue: Payable to standing Issue ment Cash Rating
L UP.RR.Co.eq.7s0of 1973 ......... J&J1 1988 $1,840,000 $13,800,000 [@17,431,500 Asa
2. U.P.R.R. Co. eq. 7V4s of 1973 M&S1 1988 1,920,000 14,400,000 [@18,804,650 Asa
3. U.P.R.R. Co. eq. 7V/zs of 1973 . M&S1 1988 1,160,000 8,700,000 11,079,000 Asa
4 UP.RR. Co. eq. 7¥%s of 1974 . . J&J1 1989 3,000,000 15,000,000 [18,877,850 Asa
S. U.P. R.R. Co. eq. 8Y4s of 1974 F&A1 1989 3,000,000 15,000,000 [@18,968,175 Aaa
6. UP.RR.Co.eq.8ss0f 1974 ....... ...... 1989 36,000,000 15,000,000 ...... - R,
7. U.P. RR. Co. eq. 8Yss of 1974 . . F&A1 1989 3,000,000 15,000,000 (18,968,175 Aaa
& U.P.RR. Co. eq. 815 of 1974 J&J1 1989 4,000,000 15,000,000 19,111,700 Asa
9. UP.RR.Co.eq. 85 0f 1975 ......... M&N1 1989 3,000,000 15,000,000 18,868,525 Asa
10. UP. RR. Co. eq. 8!/ of 1975 ....... F&A1 1990 3,000,000 15,000,000 19,193,950 Aaa
1. UP.RR. Co.eq.9s0f 1975 ......... M&S1 31990 20,000,000 60,000,000 [@76,266,264 Aaa
# 12. UP. R.R. Co. eq. 8%s, 0of 1975 ....... A&O1 1990 4,000,000 15,000,000 [@18,790,050 Asa
13. UP.RR Co. eq. 77/ss of 1976 ....... J&J1 1991 6,500,000 19,500,000 [24,481,000 Aaa
. 14 UP.RR. Co. eq. 8"/ss of 1976 ....... A&O1 1991 6,500,000 19,500,000 [@124,375,000 Asa
15. UP.RR. Co. eq. 8s of 1976 ......... M&S1 1991 4,800,000 14,400,000 (18,274,720 Aaa
16. UP. R.R. Co. eq. 85 0f 1976 ......... J&J1 1991 4,425,000 13,275,000 ([@16,593,750 Aaa
: 17. UP.R.R. Co. eq. 7}/28 of 1976 .. ...... M&S1 1991 6,500,000 19,500,000 ([@24,457,875 Asa
% 18. UP.RR. Co. eq. 7¥%s of 1977 ........ J&D1 1991 5,500,000 16,500,000 (20,836,650 Asa
% 19. UP.RR. Co. eq. SV/4s-7.70s of 1977 ... J&J1 1992 24,000,000 60,000,000 (75,236,750 Asa
%20 UPRR. Co.eq. 7}/ of 1977 ........ M&S1 1992 6,600,000 16,500,000 [@20,716,000 Asa
% 2L UPRR. Co.eq.7V2s0f 1978 ........ M&S1 1992 9,600,000 24,000,000 ([@30,184,225 Asa
4 22. UP.RR.Co. eq. 77/ss of 1978 .. ...... A&O1 1992 9,600,000 24,000,000 (30,471,250 Ana
; . UPR.R. Co.eq. 8" 0f 1978 ........ F&A1 1993 9,100,000 19,500,000 (124,930,000 Asa
24 UP.RR.Co. eq. 8Y4s of 1978 ........ M&S1 1993 9,100,000 19,500,000  [@24,950,000 Asa
> 25. UP.RR. Co. eq. 8%s of 1978 ... ..... J&D1 1993 5,600,000 12,000,000 @15,750,000 Asa
26. UP.RR. Co. eq. 13.15s, No. 1 of 1979 . M&N1 1993 8,400,000 15,400,000 ...... Aza
g. UP.R.R. Co. eq. 13.15s, No. 3 of 1979 . M&N1 1993 8,400,000 15,400,000 ...... Asa
= U.P.RR. Co. eq. 10, No. 4 of 1979 ... J&D1 1994 11,600,000 20,300,000 ...... Asa
i 2. UPRR. Co. eq. 10!/gs, No. 5 of 1979 .. J&J1 1994 13,600,000 23,800,000 (30,257,600 Asaa
2] 30- UPRR. Co. eq. 117s, No. 1 of 1980 .. M&S1 1994 13,600,000 23,800,000 [30,913,300 Asa
azli UP.RR. Co. eq. 13.15s, No. 2 of 1980 . M&N1 1994 42,000,000  72,000000 @ ...... Asa
B 33 UPRR. Co. eq. 12'/ss, No. 3 of 1980 .. J&D1 1995 14,400,000 24,000,000 30,960,000 Asa

f3 UPRR Co.eq. 13s, No. 1 of 1981 ... F&A1 1995 15,300,000 25,500,000 32,077,500
G 3 UP.RR. Co. eq. 13Vss, No. 2 of 1981 .. M&S15 1995 15,300,000 25,500,000 ,068, Asa
S 36 UPRR. Co. eq. var. No. 1 of 1985 ... J&J15 2001 35,055,000 35055000 @ ...... Asa
8. 3 UPRR. Co. eq. var., No. 1 of 1986 ... F&A1 2002 (333,750,000 33,750,000 ([42,217,525 Asa
&. Co. eq. 8%s, No. 1 of 1987... J&J15 [01995 (101,200,000 101,200,000 [@126,494,356 Asa

22 8 ners [DSee text. @Not a serial issue, due Jan. 15, 1995. @Outstandig as of Feb. 10, 1987. @Privately placed. ®Outstg. as of Jan. 21, 1988. @Estimated. INot
o, . erial issue, maturity Mar. 1, 1990.
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BURLINGTON NORTHERN INC.

RY

Hllsn]c-grporaled in Delaware Mar. 27, 1981 as Bur-
lington Northern Holding Co. On May 14, 1981
acquired Burlington Northern Inc. thru a share-
for-share exchange of common and preferred stock
and adopted present name. Former Burlington
Northern, Inc. changed its name to Burlington
Northern Railroad Co. X

Burlington Northern Inc. did not assume any of
the debt obligations of Burlington Northern Rail-

ad Co. -
l'oIn May 1982, sold its air freight subsidiary, Bur-
lington Northern Air Freight Inc. to Pittston Co.
for $177 million. .

In July 1983, merged two subsidiaries Plum
Creek, Inc. and BN berlands, Inc. to form a
new forest products company, Plum Creek Timber

Co. .

On Dec. 13, 1983, completed acquisition of El
Paso Co. for $962,000,000 in cash and 7,031,018
shares of adjustable rate series no par value pre-
ferred stock. .

On Dec. 13, 1985, acquired Southland Royalty
Co., for apprommatefy $730,000,000.

Interest Sale and Proposed Spin-off: In 1988,
the Company deposited of its energy and natu-
ral resource assets into a new, wholly owned sub-
sidiary, Burlington Resources, Inc. i'n uly 1988,
Co. sold approximately 13?;, of Burlington
Resources, Inc. in a public offering of common
shares and has announced plans to distribute
remaining 87% interest to its stockholders on Dec.
31, 1988 (to stockholders of record Dec. 16, 1988 at
rate of 1.74 com. shs. of Burlington Resources Inc.
for each Co. com. sh.

BUSINESS & PROPERTIES

Burlington Northern Inc. (“the Company”),
through  operating subsidiaries, is primarily
engaged in transportation and natural resource
businesses. The Company’s principal business
activities are a rail carrier system, a natural gas
pipeline, the exploration, development, and pro-
duction of oil, gas, coal, iron ore, taconite and
other minerals, the sale of timber and logs prima-
rily from land owned by the Company e manu-
facture and sale of forest products, the manage-
ment and development of real estate owned by the
Company and motor carrier operations.

Segment Information: Segment information _is
set forth under Supplementary Data following
financial statements, below.

RAILROAD TRANSPORTATION .

Burlington Northern Railroad Company (“Rail-
road”) operates one of the largest railroad systems
in the United States in terms of total miles of road.
As of Dec. 31, 1987, the system consisted of 25,639
miles of track operated. The Esrindpa.l cities served
include Chicago, Minneapolis-St. Paul, Fargo-
Moorhead, Billings, Spokane, Seattle, Portland, St.
Louis, Kansas City, Des Moines, Omaha, Lincoln,

eyenne, Denver, Fort Worth, Dallas, Houston,
Galveston, Tulsa, Wichita, Sp: ield (Missouri),

emphis, Birmingham, Mobile and Pensacola.

The contributions of major commodity groups
}-o gross rail freight revenues of Railroad were as
ollows:

Year Ended Dec. 31,

) 1987 1986 1985
%‘nqulrural Products: - 08 (04
PRI coageeioms 4 5 8 st 12 10. .
Food & kindred products . 7.8 74 7.3

8L Siiviosisinienss sapnie 2.1 1.9 15
21.6 20.4 19.5
Forest Products:
Lumber & wood products 9.2 8.4 7.7
Pulp, paper & allied
products .............. 3.7 3.8 3.6
12.9 12.2 113
Mine Products:
................. 327 35.3 39.4
Stone, clay & glass
Rroducts .............. 24 24 2.5
etallic ores........... 2.0 2.1 2.2
on-metallic minerals ... 1.9 1.9 1.9
39.0 41.7 46.0
Manufactures & Miscellaneous:
Intermodal ............ 11.2 9.9 9.0
5.5 5.1 4.6
1.7 2.5 1.9
8.1 8.2 7.1
26.5 25.7 23.2
Total ....... veeeess 100.0% 100.0% 100.0% -
Operating Factors — Certain significant freight
Statistics of Railroad were as follows:
Year Ended Dec. 31
1987 1986 1985
Revgnpe ton miles (in
millions) .............. 206,281 187,223 184,092
Revenue tons per carload . . . 13 1 i
Revenue tons per train . ... . . 2,981 2,939 3,018
reight train miles (in
...... 69 64 6l

road’s tracks consisted of 112-lb. or heavier rail,
inclu approximately 8,732 track miles of 132-Ib,
or heavier rail. At the same date, 8667 miles of
track were equipped with centralized traffic con-
trol. Additions and replacements to road property
were as follows:

Year Ended Dec. 31 -
) 1987 1986 1985
Track miles of rail add. & replace.:
180 ‘581 668
192 317 406
Miles of new track &
siding incl. above . 7 15 47
Track miles of
continuous welded
rail laid incl.
above in rail add.
& replace. ....... 351 722 1,028
Track miles of new
centralized traffic
control
signaling systems . 132 139 202
Track miles
surfaced or
reballasted ...... 7,879 9,631 14,157
Ties inserted (in
thousands) ...... 1,485 2,223 3,858

Equipment — Railroad owned or leased the fol-
loxg%ng units of railroad rolling stock at Dec. 31,
1987:

Number of Units
Type of Equipment

Ovwned Leased Total
Locomotives:
Freight .. . suewss s ¢ s 642 1,233 1,875
Passenger .......evveien waean 25 25
Multi-purpose ........... 244 L. 244
Switching . oo« s asieiwe 209 ... 209
Total
locomotives .......... B 1,095 1,258 2,353
Auxiliary units ..o s oo . 2 eaeuws
Total Jocom. & aux.
RS . o o aorameies o » womae 1,097 1,258 2,355
Freight cars:
Box-general purpose. ..... 2,530 3,331 5,861
Box-spedally equipped. ... 4,769 410 5,179
Gondola .......ccivunnn 5,771 314 6,091
Hopper-open top . . 8,360 1,440 9,800
Hopper-covered 18,299 1,681 19,980
Refrigerator ........... . 3,149 1,195 4,344
BE 4ia 3 5 nevRE 3 5 Ve 3,881 18 3,899
Caboose.....covvvevnnnn 731 ..., 731
Other, s s svemoss s sowies 1,313 5 1,318
Total freight cars ....... 48,809 8,394 57,203
Commuter passenger cars .. ..... 141 141

The average age (in J'ears) of locomotives and
freight cars was 13.9 and 16.3, respectively, at Dec.
31, 1987, compared to 13.9 and 15.8, respectively,
at Dec. 31, 1986. .

The average percent of the Railroad’s locomo-
tives and freight cars awaiting repairs during 1987
was 6.7 and 3.2, respectively, compared to 5.2 and
3.5, respectively, in 1986.

. OIL AND GAS i

The Company’s oil andogu operations include
oil and gas exploration, production and marketing
activities, intrastate natural gas and crude oil pipe-
line systems and the extraction and marketing of
natural gas liquids (“NGL”).

Meridian Oul Inc. (*Meridian”) provides explora-
tion, development, production and management
services to all of the Company’s oil and gas pro-
duction properties. Meridian has oil and gas activ-
ity in substantially all of the major produd
areas of the continental United States. Virtually
oil and gas production is from property located in
the United States. Data presented for Meridian
reflects all of the Company’s oil and gas produc-
tion activities, intrastate natural gas and crude oil
pipeline systems and the extraction and marketing
of NGL, "excluding Southland Royalty Company
(“Southland”) in 1985. X

Meridian’s capital expenditures were as follows:

Year Ended Dec. 31,

1987 1986 1985

(In thousands)

Qil & gas activities ........ $94,520 $§96,031 $302,828
NGL, Gas & Oil Pipelines .. 1,856 12,594 20,697
Administrative ........... 6,244 7,438 11,321
Total sivsas s s sanmpvaiss $102,620 $116,063 $334,846

Capital expenditures for oil and gas activities
include exploration costs expensed under the suc-
cessful efforts method of accounting and capital-
ized interest. activity in 1987 was prind-
pally in the San Juan Basin, the Williston Basin,
the Permian Basin, the Gulf Coast and the shal-
lower portion of the Anadarko Basin. The 1987
program resulted in net reserve additions of 3.3
million barrels (“MMBDbls”) of oil and 68 billion
cubic feet (“BCF”) of gas and also converted net
reserves of 3.5 MMBbls and 59 BCF from proved
undeveloped to proved developed. In a ditjon‘.

-3 A

Producing Wells, Developed and Undeveloped
Acreage — Wor! interests in productive wells,
developed and undeveloped acreage at Dec. 31,
1987 were as follows: .

Productive Wells
Gas
Gross Net Gross Net
10,089 4,950 12,624 2,233
Developed Acres Undeveloped Acres
Gross Vet Gross Net
4,195,000 2,208,000 - 3,812,000 2,158,000

Drilling Activity — The following table sets forth
Mend.xan's net productive and dry wells completed:

. 1987 1986 1985

Productive wells
Exploratory.............. ... 144 133 194
Development .......oouvunn.n. 61.6 86.8 225.1
: 76.0 100.1 244.5

Dry wells

ExplOratory s sauw s susee vsses 13.1 191 374
Developmient . ..eus sasnisi » ssso 14 122 232
145 31.3 60.6
Totalnetwells ............... 90.5 131.4 305.1

As of Dec, 31, 1987, 68 gross wells, representing
approximately 27.3 net wells, were being drilled.

Oll and Gas Producti®n and Sales — Refer to
Supplementary Data {ollowing financial state-
ments, below, for oil and gas production. Approxi-
mately 299, of the 1987 gas production was sold to
El Paso Natural Gas Co. (*EPNG") and an addi-
tional 28%, was transported to direct sale custom-
ers through EPNG’s pipeline facilities. Meridian
vill continue to sell or transport a substantial por-
tion of its gas production to or through EPNG's
pipeline but expects to continue to diversify into
markets on other pipeline systems.

Meridian’s average oil and gas sales prices, pro-
duction costs (lifting .costsg and depreciation,
depletion and amortization (“DD&A’) rates were
as follows:

Year Ended Dec. 31,
1987 1986 1985
Average sales prices:
per barrel .. $17.20 $14.06 $25.11
Gas per MCF 1.44 1.74 2.51
GlAverage production costs per
uivalent MCF ........ e 0.57 0.57 0.57
DD&A rates per equivalent
. (0 0.61 0.75 0.7§

0As used herein, “equivalent MCF” refers to
combined oil and gas production with oil converted
to gas on the basis of 6 MCF per barrel of oil.

Proved Reserves — Refer to Finandal State-
ments and Supplementary Data for volumetric
data pertaining to proved oil and gas reserves. For
reserves reported to other agencies, refer to Natu-
ral Gas Operations, below.

Intrastate Pipelines and NGL Marketing —
Meridian owns and operates three intrastate natu-
ral &as pipeline systems, two in west Texas and
another 1n Alabama. Such systems total e?jpproxl-
mately 800 miles. Meridian is also engaged In the
extraction and marketing of NGL.

Meridian sells natural gas from its intrastate
systems to industrial customers, electric and gas
utilities, and other intrastate and interstate Elpelmc
companies. NGL are sold to a variety of wholesale
and industrial customers. Approximately 21 I;)er-
cent of Meridian’s 1987 NGL sales were to El Paso
Products Co., a nonaffiliated entity, pursuant to a
contract expiring in 1993.

Meridian’s natural gas throughput and NGL
sales and extraction were as follows:

Year Ended Dec. 31

1987 1986 1985
Natural Gas Throughput (BCF):
B8 e s i EEe FaREEEE Woe e 62 57 68
Transportation ...........0... 19 12 19
TOtal g saemes savmen o smimes 81 69 87
NGL (MMBbls):
len e e YRS § SR 206 17.1 210
Extraction:
Meridian owned plants ........ 3.8 4.8 55
EPNG owned plants .......... 15.7 100 13.5
Total e TR ST Bt 195 148 19.0
NGL sales volumes have been greater than

extraction volumes due to trading activities con-
ducted by Meridian.

Meridian purchases the majority of its natural
gu supplies from nonaffiliated independent pro-
ucers. Meridian’s weighted average cost of pur-
chased gas was $1.52 per MCF in 1987,

Meridian’s intrastate pipeline activities are re&x—
lated by the Texas road Commission and the
Alabama State Oil and Gas Board.

NATURAL GAS OPERATIONS
EPNG owns and operates a 22,000 mile inter-
state natural gas pi e and gathering system in
the southwestern and western United States.
Natural Gas Throughput

The  following table sets forth the 1987
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......... 129 195
......... . 265 265
681 898

""" 109 181

............. 790 1,079
MOther California throughput represents the
mngpocr{lﬁon of other suppliers’ spot market gas
sales to end-users in ornia other than South-
i ern California Gas Company and Pacific Gas and

ElEP:\'c(.‘v('::"tom.l throughput increased 23 percent to
" 1079 BCF in_ 1987, as compared to 879 BCF in
1686. The principal reason for the increase in
£ throughput is significantly higher gas usage for
electric generation due to lower availability of
ectric power and generally higher demand
: l'ors:l]d v%]tyumes decreased 28% to 289 BCF in
1987, as compared to 401 BCF 1n 1986, primarily
because EPNG's customers bought more gas on
“ the spot market. The decrease in sales was more
than offset by higher transportation volumes,
. which incr to 65 percent to 790 BCF in 1987
- a3 compared to 478 BCF in 1986, as a result of
ter activity in the s k !
" consumption, primarily for electric &enernﬂon, and
* a- regulato environment whi encouraged
. increased utli'Kzation of pipeline transportation ser-

il N ugh its deliveries to Southern California
s Gmrgpm Pacific Gas and Electric Company
(> and other Cili.fomia customers, EPNG supplied
*_ approximately 50% of all natural gas consumed in
. ifornia in 1987, which amounts to 83 percent of
EPNG's total deliveries.
" Natural Gas Supplies —EPNG purchases the
. ‘majority of its natural gas supplies from unaffili-
“ ated independent producers and other pipelines
rsuant to gas purchase contracts with producers
in the Permian Basin of west Texas and southeast-
" ern New Mexico, the Anadarko Basin of western
. Oklahoma and the San Juan Basin of Northwest-
* ern New Mexico. In 1987, EPNG obtained 16 per-
" cent of its natural gas supplies from affiliates,
“ EPNG's total weighted average cost of purchased
i, gas at the wellheaégwas $1.84 per MCF in 1987.
:: - Since 1985, EPNG’s traditional sales customers
. bave increased their purchases of natural gas from
other sources. As a result, the quantities of natural
gas available for purchase by EPNG from gas
reserves connected to its interstate pipeline system
continue to exceed the market's demand for that
gas from EPNG. During 1987, EPNG continued to

suppliers on a “least cost” basis to fulfill its duties
undjt’:r the Natural Gas Act of 1938 (“NGA”) to
offer gas to the market at the lowest reasonable
cost consistent with market conditions and with
maintaining an adequate supply.

As a result of these circumstances, EPNG has
received a number of “t_ak&or-%ady" or ‘“prepay-
ment” claims from various producer suppliers.
Presently, unresolved take-or-pay claims, including
claims in litigation, total approximately $598 mil-
tion. Based on EPNG’s 1987 sales and gas supply
levels, EPNG is exposed to large additional take-
or-pay claims for 1987. EPNG 1s working with its
producer suppliers to resolve these claims. To the
' extent the resolutions of these claims involve pre-
yments, EPNG is entitled under Federal Energy
. Regulatory Commission (“FERC”) regulations to
=, recover the carrying cost of such payments in its
rates until the prepayments are recouped from the
producers, e FERC's recent Order No. 500
. reaffirms as a statement of FERC policy
* the extent claims are resolved by a negotiated ter-
- mination (“buy-out”) or modification (“‘buy-
.. down"”) of a producer’s contract, pipelines are enti-

tled to recover their prudently incurred buy-out
and buy-down costs in_the sales commodity com-
ponent of their rates. However, market conditions

d affect the ability of a pipeline to recover
such costs in its sales commodity rates. As an
alternative, Order No. 500 offers a pipeline the
option of absorbing at least 25 percent of such
Costs, coll an equal percentage in the demand
. mponent of their rates, and recovering any
. fem der of such buy-out and buy-down costs in
; ll":’P sales commodity and transportation rates.

5 NG has petitioned for judicial review of Order

&NO: 500 as unlawful to the extent its application
"oOuld ‘3:1:}', Dlpe'}mu uthe réa.scglable opx:gnunity

Tecover in rates al ruden incurred costs.
(S%e also Rate Matters.) © 4

Anous producer suppliers have brought actions
’ ;f‘cs; E’I‘ G in dfedoeilaihand state counsthm New
= , Texas and oma regarding the price
: %&h&ve been paid for natural gas contracted to
i G. EPNG believes that it has complied with

contract obligations as affected b;
U d°"d°“. and is vigorously defending its actions.
reec s existing FERC rules, EPNG has the right to
+ cost:er' In sales commodity rates, additional gas
¥ o which it might be forced to incur from any
: &’5‘ decisions In these cases or other resolution
: .ﬂecﬁf claims. However, market conditions could
vt PNG'’s ability to recover such costs.
= iem Gas Reserves and Avallabllity — The
fglllm table sets forth the total rescrvyes. esti-
e'htszPth dedicated to the interstate pipe-
Supeem as of Dec. 31, 1987:

ary of Gas Reserves (Volumes in BCF):

2,780
1,581

WA - e B N e

y governmen-

t market, increased gas be

.. purchase gas for resale to its customers from jts _

that to 1

Other . L S 199
@12,720

GEPNG's reserves include 2,260 BCF of net
interest reserves attributable to affiliates and 267
BCF of working interest reserves. .

Miller and Lents, Ltd., independent oil and gas
consultants, has made a study, as of Dec. 31, 1987,
of the availability of gas for such systems. The
summary report of such study, dated Jan. 8, 1988,
states, in part, the following:

“The reserve life index, based on proved devel-
oped and undevelo; as reserves of 12,728 bil-
Lion cubic feet (“BCE”) as of Dgc. 31, 1987 is
equivalent to approximately 18.3° years’ supply
based on estimated sales and pipeline use of 694
?CFgg\?.\nng the twelve months’ period ending Dec.

1,1 o .

“The following table sets forth, for the year
1987, the average daily volume of gas received by
EPNG’s interstate pipeline system and, for the
period 1988-1992, e estimated average daily
availability of gas from proved developed gas
reserves dedicated to such system on Dec. 31, 1987,
With respect to the 1988-1992 period, ‘availability’
refers to that c1uami;y of gas §before ving effect
to EPNG's fuel, shrinkage, an lossa?whxch can
produced from current proved developed
reserves under existing contracts and agreements,
using presently installed equipment under existing
economic and opera conditions,

Availability of Gas lor the Period 1988 through
1992 EPNG Interstate Pipeline System (Volumes
in MMCF):

Annual Average Day
Actual
Prod. Estimated
1987 1988 1989 1990 1991 1992
1,900 2,432 2,201 1,952 1,756 1,541

“The foregoing estimate of ava.ilabili?' of gas for
1988-1992 does not give effect to the development
of the presently proved undeveloped reserves dedi-
cated to EPNG’s interstate pipeline system nor to
the discovery or acquisition of additional reserves
after Dec. 31, 1987. The efforts of EPNG in the
future will be to align its gas supplies with its mar-
ket demand. .

‘““The deliveries of gas by EPNG's interstate sys-
tem are subject to various factors beyond its con-
trol, including market conditions, regulations and
compcddon_ for supplies, which may affect
EPNG's delivery requirements.”

Regulation — EPNG's interstate
activities_are regulated by the FER
the provisions of the
Palicy Act of 1978 (“NGPA").

FOREST PRODUCTS

Plum Creek Timber .Comgmny. Inc, (“Plum
Creek””) manages approximately 1.5 million acres
of timberland in Was on, Oregon, Idaho and
Montana. Timber sold from these lands in the
years 1987, 1986 and 1985 was 670, 669 and 603
million board feet, respectively. The increase in
harvest over the past three years reflects Plum
Creek’s plan to harvest overmature timber and
reforest its land with superior grow stock. .
Plum Creek has softwood manufactu facili-
ties in Montana and Was: on. Annual rated
capacity for 1987 was 390 on board feet of
lumber, 250 million square feet of plywood (%s”
basis) and 80 million square feet of fi rboard_r A"
was 375 on

as pipeline
ursuant_to

basis). Sales volume for 1987

board feet of lumber, 252 million square feet of
lywood and 83 million square feet of fiberboard.
n 1987, approximately 58% of Plum Creek’s mill
log dsrequxrements were obtained from Company
ands.

OTHER ACTIVITIES

Meridian  Minerals Company manages coal
reserves estimated at 14,521, 14,539 and 14,552 mil-
lion tons for the years 1987, 1986 and 1985, respec-
dvel{. The average royalties derived from the
development of such reserves for such years were
$0.42, $0.24 and $0.22 per ton, respectively.

Burlington Northern
(“BNMC") ﬂ)cratm five d
ers in the United States. BNMC operated 1,892
tractors and 3,354 trailers as of Dec. 31, 1987. With
1987 revenues of $195 million, BNMC has become
one of the largest U.S. dry van truckload carriers
§inc9c ;Ls creation through an acquisition program
in 1985,

Glacier Park Co. (“GPC”) manages the Co.'s
real estate assets, extending from the Padcific
Northwest to the southeastern United States. Rev-
enues are derived primarily from leases, sales an
development joint ventures. As of Jan. 1, 1987
GPC assumi manaﬁment responsibility for real
estate activities which had prekuslgc been

man-

Motor Carriers Inc.
van truckloand carri-

reported as part of Railroad operations. G 2

ages approximately 30,000 leases, most of which
are short-term ground rentals. Real estate develop-
ment focuses on lower risk land development
activities such as land-use planning, zoning and
permitting, leading to the creation of joint ventures
with locrakf developers. GPC also man:fes approxi-
mately 1.2 million acres of agricultural land in the
western United States and the Province of Alberta.

PRINCIPAL SUBSIDIARIES
Burlington Northern R.R. Co. |
Burlington Northern Motor Carriers Inc,
Burlington Resources, Inc. (87%)

El Paso Natural Gas Co.

Meridian Oil Inc.

Plum Creek Timber Co., Inc.

Glacier Park Co.

NGA and the Natural Gas Mr. Bill

Meridian Mir ® Co.
LETTER TO b..~REHOLDERS

The following Is the letter to sharehoiders b
Richard M. Bressier, Chairman of the Boar
President and Chlef Executive Officer of Burling-
ton Northern Inc. as it appeared In the Com-
q_un 's 1887 Form 10-K Annual Report.

0 Our Stockholders:

The 1987 finandal and operating performance of
Burlington Northern Inc. improved significantly.
Earnings per share were $4.93 compared to the
forma $3.46 recorded in 1986. Free cash flow
(funds provided by operations less capital expendi-
tures) was $691 million in 1987 versus $644 million
the previous year. In October, the Board of Direc-
tors increased the annual common dividend by
10%, to $2.20 per share. .

urlington Northern Railroad achieved record
traffic volumes in 1987 and contributed 57% of
BNT's consolidated operating income. All major
commodity groups showed gains, with the agricul-
tural, fooj and forest products groups each record-
ing increases of greater than 157, over 1986 reve-
nue-ton-miles. e Railroads’s continuing efforts
to reduce costs resulted in better profit margins in
1987. The attendant productivity gains have ena-
bled the .comgany to compete effectively with
other carriers by providing improved service and
savm% to our shippers.

El Paso Natural Gas Company’s transmission
levels LmFroved by 23% in 1987 due to the combi-
nation of lower hydroelectric power competition
and higher oil prices. The pipeline contributed 28?,
of consolidated operating income. El Paso’s effi-
cient transmission facilities and ready access to rel-
atively low priced and abundant natural gas sup-
plies make 1t a strong competitor in the western
and southwestern U.S. gas markets. -

. Meridian Oil’s exploration and ﬂ:roduction opera-
tions provided 2 of consolidated operan’ng
income in 1987 as energy prices strengthened an
production volumes remained steady. Meridian's
extensive and low cost hydrocarbon reserves are
expected to provide substantially higher contribu-
tions to operating income in future years.

Plum Creek Timber Company had an excellent
year as low interest rates and a weaker U.S. dollar
created strong domestic and foreign demand for
logs and forest cﬁr_oducts. Mendian Minerals
acquired three additional aggregate quarries in
1987 and currently has the capadity to supply over
4 r:.\dlhon tons annually of railroad ballast and rock
products.

In November we were saddened by the death of
Mr. y B. Ross, the president of Meridian Oil
Company. He was an accomplished executive and
a valued friend.

Richard M. Bressler
MANAGEMENT

Officers
R.M. Bressler, Chmm. of The Bd., Pres. & Chief
Exec. Off.
Gerald Grinstein, Vice-Chmn. of the Bd.
T.H. O'Leary, Vice- . of the Bd.
T.H. Petty, Vice-Chmn. of the Bd.
C.T. Bayley, Senior Vice-Pres. — Corp. Affairs
J.W. Becker, Senior Vice-Pres. — Law
A.R. Boyce, Senior Vice-Pres. — Human Resources
Luax'!.nlcg1 ell’Osso, Jr., Senior Vice-Pres.— Finance

Leslie S. Leland, Corp. Sec.
G.E. Howison, Vice-Pres. & Treas.

Directors

(Showing Principal Corporate Affiliations) .

Zane E. Barnes, Chmn. of Bd., Pres. & Chief
Exec. Off. of Southwestern Bell Corp. Dir., Read-
ing Bates Corp., Centerre Ba.ncor})oration,
Centerre Bank N.A., General American Life Insur-
ance Co., H&R Block, Inc., INTERCO, Inc.

Richard M. Bressler, Chmn. of Bd.,, Pres. &
Chief Exec. Off. of Coy; Dir., General Mills Inc.,
Rockwell International Corp., Baker Hughes Inc.,
H.F. Ahmanson & Co.

John V. Byrne, Pres., Oregon State University.
Dir. Benjamin Franklin Savings & Loan.

R.P. Cooley, Chmn. & Chief Exec. Off., Seafirst

rp. _ Dir,, Allegis Corg)., Bank America
Corp./Bank of Amenica NT&SA.

Daniel P. Davison, Chmn. of Bd. & Chief Exec.

Off. of United States Trust Co. of New York; Dir.,
Northwestern States Portland Cement Co., Dis-

d count Corp., Todd Shipyards, Inc., The Atlantic

Companies.

Mary Garst, Cattle Manager of The Garst Co.;
Dir.,, Northwestern Bell Telephone Co., Navistar
International Corp., Home State Bank, Audubon
State Bank.

Gerald Grinsteln, Vice-Chmn. of Bd. of Co.; Dir.,
General Telephone Co. of California, Delta Air
Lines, Inc. and Seafirst Corp.

Charles M. Harper, Chmn. & Chief. Exec. Off.,
ConAgra, Inc. ir., Valmont Industries, Inc.,
Norwest Corp., Peter Kiewitt & Sons, Inc.

Pemberton Hutchinson, Pres. & Chief Oper.
Off., Westmoreland al Co.; Dir., Westmoreland
Coal Co., Teleflex, Inc., Mellon Bank East.

Ben F. Love, Chmn. & Chief Exec. Off., Texas
Commerce Bancshares, Inc. Dir., Cox Enterprises
Inc, Baker Hughes Inc., Proler International

rp., Texas Commerce Bancshares, Inc., Texas
Commerce Bank-Houston, Texas Commerce Bank-
Austin, Chemical New York Corp.
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Thomas H. O’Leary, Vice-Chmn. of Bd. of Co.; Auditors: Coopers & Lybrand. No. of Employees: Dec. 31, 1987, 42,300.
g:: INTERCO, Inc., The Kroger Co., Rainier
corporation. A I Mesting: i
Travis H. Petty Vice-Chmn. of Bd. of Co.; Chmn. I o M.
of Bd. & Pres,, e El Paso Co.; Dir., Texas Com-

merce Ba.ncsharm. Inc., and Texas Commerce Director Meetings: Quarterly.
Bank — El Paso.
Geraid C. Ryan, Pres. of Ryan Potato Co.; Dir., Shareholder Relations: Leslie S. Leland, Corp.
First Bank System, Inc. Sec. Tel: (206) 467-3838.
Amold R. Weber, Pres., Northwestern Universty.
PepsiCo, Inc., Super Valu Stores, Inc. and No. of Stockholders: Dec. 31, 1987, common,
Inland Steel Co. 37,126. 98104-4097. Tel.: (206) 467-3838.

INCOME ACCOUNTS

Executive Office: 999 3rd Ave., Seattle, W.

CONSOLIDATED INCOME ACCOUNT, YEARS ENDED DEC. 31
(in thousands of dollars)

1987 . 1986 1985 19¢
REVEIUEE ou0500 0 4 coeremss 4 § ARCEHENIES § §SaEWEEROS § FolBeNRIE § SRR RS EREEEE Y e 6,620,857 6,941,413 8,650,927 9,156,32
Costs & expenses ......ccocvvevenncnoans R § Fe SR 3 & EEH L L g Y. 5,570,378 6,113,024 7,404,905 7,781,8¢
Special Charge ......covvvvenennns AR A B TR RS & e ionss st b suscizemsuns S e e e S S wee 95.092 commwe  _ wewmwe
Operating Income (1088) s sasssvasions sonsvecoriasssossssssnsonses 1,050,479 (128,703) 1,246,022 1,374,47
Interestexpense ............ P SRR bR e i 72,286 388,837 312,245 309,57
Other income (expense), net .................................................................... (22,343) 62,996 106,419 (17,72
Tiic. (1065) DL I0C; BAXES v0is s 5 5 smmavinnnss o domamossss ohimeni o BB wh s mncesnimen i msemimmi 655850  (454,54) 1,040,196 1,047,17
Provision for INCOME taAXeS . . cvvvievnenenraernsenneannas o 5 e e RSSO W ORI S & w8 oo w 286,597 70,100 443,708 477,97
Inc. (loss) bef. cum. effect of ACEHE ChADEE ovisvan 5 0s Savaiei s LEEVERAE 3 S EPRTEEEATERE ECEAT mS someRmd 369,253 é524,644) 596,488 569,2¢C
MCum. effect of acctg. change ......ovvvvvnnnnnennnnennn e eaeeeeaecaaeeanaaas e B5.841) venen | wesee
NIt INGoms OB . iaiaii6 5 isssinmnini & s AsRBARASE § AATASDEE LEETASDA HESRRF 5 EREHRRE Sl tianion i 369, 253 (860,485) 596,438 569,2¢
Div. requirements on pfd. stock........ [ e eeeeeeetaeae et e eeeet e 3591 33,028 65,637 76,95
Barniags. 088) For SO 000K .5 8 6.6k 5 imaas G § 57 AERRRHES § sllsdinis AEER SRS E sl et & 365,662 (893,513) 530,851 492,2(
Consolidated Statement of Retained Earnings:
Retained earnings, beg. of yr. . 2,725,678 3,714,484 3,317,925 2,904,8C
NEE InCOme (1088) ; ; o yionainnvei i & co0 S oo & pedeneedies § § SaeEEFFETavAes SaEe s F5E IS VRS S 369,253 (860,485) 596,488 569,2¢C
Preferred cash divs. declared:
$10 par value, cumulative........ccoieivnnan 3 SnaE Searhiton, & Sikeehhnme Sracebhnon e Scanes s aE A OLIOR, SRR (923) - 693) (1,302) (1,107
No par value, B0 CUIMIBEVYE oouviins & preumennms ¢ GoE e T HTRE CEGRE WIS ST OSREsd & % § s 689) ?1,820) (4,5%
No paz value, $2.125 CUMBIALVE. o055 5 s sanvaninis ssmsnvionas s sasissis iowsobs sosnoss vos Sk fEEe sEws  §xeeee 639) 3,408) (2,83¢
Adjustable rate series, DO PAT VAIME s i s sovvasivios prosinaanmes somasos seaesniseveses sonseses T e R R (20,847) §42,l40) 38,08¢
Preferred stock of subsxdxary ....................... S eeeeeaaaan (2,685) (4,249) 25,320) 29,14
Common cash HVIIenAS QOCIRTER o.cuus ¢ v pumaramninns sbmmscnmne owinsms e e Ew s § AR S ey (151,558) (95,944) (106,552) 80,95:
Al OF DIG-AUKCK i i savnmewsnss 4 s VRFHTOHEOIE VEFECRESEG ¥ § SRS § HESETES TESORYVIESEEEE VENnTeed s 39 (4,964) (16,536) 8¢
ERREr | . iuiiiis p b uis g 55 SSUEEEAONES s AR PENOE § SRHGPIEE SHTSNPH §ATEEES NECHOEH 6 SR TEEH 5 FET (186) (296) 149 (23«

Retained earnings, end of yt. . 2,939,618 2,725,678 3,714,484 3,317,9-
Earnings (loss) per common share . $1.93 EB( 12.07) $7.19 $6.¢

[@1986: Cumulative effect of cha.nge in railroad depreciation method of accounting, nct of defen'ed income tax of $314,159,000. @$(7.53) before cumulativ
effect of change in railroad depreciation method of accounting.

Consolidated Statement of Changes In Financlal Position, years ended Dec. 31 (in $000s): -
1987 1986 19¢
Funds Provided by Operations: -
Net InCOME (J088) coevevnoiaesosonsssanesessssoneesssrssrovessenedsessseseesssvsensssnenanessnes e 369,253 (860,485)
Items Not Affecting Cash:
Depredation, depletxou ad AEOrtiZation . . « ¢ vasvceues s semesTs seEER SeEeEEVEGSe e b S e S S N 596,346
erred INCOME MBXES . i i cvvrinisisvinsesssnoinnase FEERGE § SRS STCASR ¢ A T Y e g 51,466
Unsuccessful exploration costs . 51,909
@0ther ——— 103,531
S . 957,092
ange in railroad depredati § 335,841
Funds B;owded from operauons .................................................. L ——— 1,175,341 1,235,750 1,586,8:
O%J:Ir s o“ded(.jm 29,061 8,49 74
'vage, property posmons .......................... S TR i R EROEE REC AR AR SRS s ceseae i 148,498 47,47
W orﬁag mp?tea.l changes:
Accounts receivable........ SR S v GRS SN e EieTea 8 ST # e SR 2!13,24—%) 180,146 44,37
Recoverable excess gas COBLS, 4 uovunion s s sammvses s o b soiwnwss s WeLes 6 siaies e wah s PR R Ty — g 208,699) (103,922) 48,27
Material, supplies & inventories ...... 6% § 5 KRGS EOT § SESEITAE BIREOPE Ko TEal SRVesVS L ESEEEE § SRR &5 SwaEE s SR v 8,547 65,874 65,6!
Other current assets ....... oAb A BRERERERE § RS R § RANEEAT R R RS SRR A EEEREm A | Eed s ORES s . (6,636) (518) 28,9¢
Accounts and wages Payable ... ... ...t i i i e et e et iee ittt ea et iaanas s 127,660 (53,827) (246,07¢
ACCTUEA INBIESt . L i vt vttt ittt cueeeanuennssesesasannensesesesseessassesssssassasensssnsnnsennnansnnnns 6,658 29,495 24,8C
TaXYDEYRDIE s op0i00 6 v vasesmvemys ¢ vwamsss ¥ yweserees e & e e A A 6188 B 55,015 : §l9,770) (33,98¢
Other current HablIBes i« sivvrnasamness samevanie s seesanss soosers s Comvme s smeees §oEeessess s wEey e esess due (7,101) 67,924) 34,71
Commercial paper of sUbSIIAry <.ccnesse s cowoviing s b s anns s semivei s saphes swoevens sensvois isssvns oeseensies 226,150 T e
Additions to properties . ......c00eaenn 3 ERRRSANRRE b SRR ETY TP PR s SRR LR E PR RERRVE SRR 483,902) (591,487) (1,131,362
Take-or-pay buy-outs, buy-downs & DFEDAVTIREDES i i vinonis s $-hkdomioihm s smi 318 RS AN oo o & hiozssaien §Risracas & ase:bie - 115,150)  ...... P
TEEIEBET oo v woimmesnie s Suamioonssmanibe s s amcasarim g mese:emamne e os i essTasas 3 wisSese i s seie aseiare o e Lacesiae)w wsasacesin b Eoa (97,954) (199 858) (1,017,23¢
Funds provided (used) before ﬁna.ncmg actwms .................................................. PRSIy, 595,746 622,457 (547,58.
Financing Activities:
Proceeds from Jong-term BRanting. . ccvenes v sowenses s § ermeiesmesmes s #eemes s sesioasy 5essesss s snsseeee p—— 450,000 5,000 854,17
Reductions in long-term debt md prcferrcd SEOCK s varsinnines CEEPr e EEFEREEY FUSEE § DRSS §ERESEeE S NRSReE eees y & 2923,733; (¢} 342 180; ésSO,JO
DIVIdEndS DRI s uions » Cewmesriile e et 151,496 ( 152,146 162,04
COMITION SLOCK ISSUC » o v v s v v o se e e e s e et e e e e e 18,529 5,431 1,75
Treasury stock transactions, NEt . ...eisiee st s navinsvnd s s o Snsees s Sosmes s s GOaHss A0 T0el s GEFERIDE LEGFED s B0 3 B 15,994 5,682 7,8!
Total financing activities .. ...oovvyeinnannnn (5%0,706) (608,213) 357,42
Increase (decrease) in cash and short-term investments . . . 5,040 14,244 (190, 15
Cash and Short-term Investments:
BEFIDOIRE O PORY w00 0us sy s oumsvcsmsy s 5 SORCEETEE B KEEEIRTS § Py banE s LEEHPES §EEETEE Y PSP R 78,381 64,137 254,2¢
End Of Year . .iuuieiuuiuerueeeeeoosenonneasesssssessnesssssescasseassesansesssosssnssssssssssssnsannnens 83,421 78,381 64,1,

[©1986 amount includes $122,000,000 for coal rate hugauon reserves, including mter:st_ @ The 1985 amount includes approximately $730,000,000 for tt
acquisition of Southland.

BALANCE SHEETS i
CONSOLIDATED BALANCE SHEET, AS OF DEC. 31
(in thousands of dollars)

1987 1986 1985 19

ASSETS
Cash and short-term investments 83,421 78,381 64,137 254,2¢
Accounts receivable ........ 1,051,119 937,875 1,118,021 1,162,3
Recoverable excess gas costs . . .. 367,084 158,385 54,463 102,7-
Material, supplies and inventories 252,035 260,582 326,456 392,0r
Other current assets . ......... 49,878 43,242 42,724 71,6
Total current assets ...... 1,803,537 1,478,465 1,605,801 1,983,1

Properties:
RaUenad ;s covvvvains sspsvnemes s § pneeveis s bammeion R AR ¥R R A SRR E SR b 7,958,638 7,977,406 8,582,279 8,337,6°
Natural Gas Operauon: .................................................................. owiss 1,414,895 1,410,650 1,556,829 1,652,5
R and GaS . oo v0nnins § wienvisa®dits 4 vaSTSEESS 5 ST SRS e L REselIwS § FEeReFE e 2,628,905 2,586,150 2,159,128 1,881,8
Other......oovnunn S N N BN R g s 525,246 338,741 321,087 209,2
TOCAl DrODETULS sy ssvmanvnnss s SABE VLS Vs ealosien He/elsed ARG AN R GO 8 SR yve 12,527,634 12,312,947 12,619,323 12,081,
Qoo Hanlatinn and AmarHZARON . .. .. ... .. e e eenrnnennens : 3.923.292 3,612,376 2,922,925 3,053,5
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ALANCE SHEETS (Cont'd):
gt%gr assets . . .

o~
=

ccrued interest ..coeveneeee B R HS PR S A < 1
2 “?‘ucs payable ...... GRS ST SHEETANIALS R
" Other curren

"= Total curgent liabilities
Long- debt oo s scmeimens .
&ngf:g‘iﬁdees and deferred credi

income taxes
gzddcercrneglﬁ:o referred stock:

: VAIUE covsyesmnons
i swg;ira,x:u'»pa.rvas.lue
i. $2.125 Series, no par value ........
5 Adjustable Rate Series, no par value

Tothl . osveswns wssaeven
t of .
", Common stockholders’ equity

e ot assete Glabitites) o -

©i %~ ACCOUNTING POLICIES

. (As Ta.fcen From Annual Report of Company)

nciples of Consolidation .
'.,ql'hepconsolidated financial statements include the
accounts of Burlington Northern Inc. and its
majority-owned  subsidiaries (the “Com%a.ny ).
Glacier Park Company is accounted for by the
equity method in 1986 and 1985. Southland Roy-
alty éompa.ny (“Southland”) is accounted for by
" the equity method in 1985. significant intercom-
" pany transactions are accounted for at market
prices and have been eliminated.

Recoverable Excess Gas Costs

The differences between actual purchased gas
costs and the averages of these costs included in
- currently effective gas sales commodity rates of El
Paso Natural Gas Company (“EPNG”) are
deferred and amortized to income in the period in
which they are recovered through surcharges in
gas sales commodity rates permitted by the Fe'g-
eral Energy Regulatory Commission (“FERC”).
The surchar'ies are adjusted at six-month intervals
by filings with the F’

The balance in Recoverable Excess Gas Costs at
Dec. 31, 1987, includes the unrecovered portion of
the natural gas liquids settlement of approximately
$210 million.

Property

In 1986, the Company adopted a_method of
depreciation for the majori its railroad trans-
portation properties that closely approximates a
unit method versus the composite method of
depreciation previously used. Burlington Northern
Railroad Company (“Railroad”) continues to
depreciate mainline track using a_ units-of-produc-
tion method. All other railroad transportation
properties and railroad equipment are depreciated
on a straight-line basis over estimated useful lives.
A periodic review of rates and accumulated depre-
dation is performed and appropriate adjustments
are recorded. Significant premature railroad retire-
‘. ments are recorded as gains or losses at the time
of their occurrence. These include major casualty
—losses, abandonments, sales and obsolete assets.
Natural gas transmission_properties are depreci-
ated on a composite stmigit- e basis over esti-
mated useful lives. The costs of properties retired
or sold is eliminated from the asset and related
accumulated delgredadon. depletion and amortiza-
tion accounts, No gain or loss is_recognized upon
retirement of properties depreciated under the
composite method except in extraordinary circum-
stances. Gains or losses from disposal of all other
FYOPert}&l are recognized currently. Expenditures
- 10r maintenance, repairs and minor renewals nec-
. €3sary to maintain properties in operating condi-
. tion are expensed as incurred, MAad'or replacements
. and renewals are capitalized. properties are

stated at cost.

. Ofl and Gas
3 e Company accounts for its oil and gas
4 ermqt using the successful efforts method.
s w oohder this method, all development costs are capi-
* " talized and amortized on a units-of-production
3 .. basis over the life of remaining proved developed
x5, v Teserves, Costs of drilling exploratory wells are ini-
. -Bally capitalized, but charged to expense if and
. When a well is determined to be unsuccessful. In
. Addition, the Company limits the total amount of
“?aﬂ\omzcd capitalized costs to the present value
wi. - . Of future net revenues, based on current prices and
%,..©0sts, discounted at 4 percent.
Material, sy
y Supplies and Inventories
Matenial “and  supplies, which account for
inp‘?mx“?mtely 73 percent of material, supplies, and
Mo, entories, are valued at the Jower of average cost
: . X market. Inventories held for sale, other than gas
ﬁn:wmﬁe. are valued at the lower of ‘‘ffirst-in,
3 e ~Out™ cost or market. Gas in storage invento-
.. \o3 &re valued on the “last-in, first-out” basis.

AN

1§

S TOtal . s see e
: bl
‘Accounts and wages payable . ... ooiiiiiainnns

t Liabilities o ..ovenrescariiiiiiiiiinns
t portion of deferred income taxes .............

! Commercial paper of subsidiary +.........ooiiii.
Current portion of long-term debl cccorevonssnmmensas

15 edeemable preferred stock . .......uiaill.
ﬁd:ﬁ){e p?éfcrrcd stock of subsidiary.............

[@INo par shares: 1987, 75,701,292; 1986, 75,622,872; 1985, 75,557,266; 1984, 75,386,844.
@ENumber of shares: 1987, 1,239,206; 1986, 1,838,567; 1985, 1,977,276; 1984, 2,186,915,

Forest Products . .

Property taxes and costs of maintaining forests
are charged to expense as incurred. Reforestation
costs are capitali and included as a cost of tim-
ber when harvested.

Income Taxes

Income taxes are provided based on camxTﬁsn
reported for finandal statement purposes. e
provision for income taxes includes deferred taxes
resulting from items reported in different periods
for tax and finandal statement purposes. Invest-
ment tax credits are account for under the
“flow-through” method.

Earnings per Common Share

Earinngs per common share are based on the
weighted average number of common shares out-
standing during each year. The dilutive effect of
stock options outstanding and convertible subordi-
nated notes is not significant.

NOTES TO CONSOLIDATED FINANCIAL
STATEMENTS

(As Taken From Annual Report of Company)

1. Segment Information . .

The Company conducts business in several
industry segments.

2. Debt and Lease Obligations

Debt outstanding is as follows (in thousands):

December 31,
1987 1986
Burlington Northern Inc.:
Notes Payable, 1434%,
duel992 ioovoonvesis $100,000 $100,000
Debentures, 11%%, due
1996 to 2015. . v d i 250,000 250,000
Notes Payable, 99 ue
1996 .y soer e v 300,000 300,000
Debentures, 9%, due 1997
202016 4 ¢ v cwevinvuae 200,000 200,000
Commerdal Paper 242,678 429,680

Burlington Northern Railroad Company:.

General Mortgage Bonds,
2587 to 3Y8%, due 1990
to 2010

.............. 110,000 110,000
Prior Lien Mortgage
Bonds, 4%, due 1997... 69,921 69,921
General Lien Mortgage
Bonds, 3%, due 2047 ... 47,777 47,777
P'xrhsdt and Regx:dmgc;s %
o e Bonds,
due 1990 e .. 13,937 14,437
Consolidated Mortgage
Bonds, 8Y2% to 127/s%,
due 1994 to 2006 ...... 690,472 528,234
First Mortgage Bonds,
Series A, 4%, due 1997 . 35,489 37,489
Income Debentures,
Series A, 5%, due 2006 . 23,977 24,075
Mo e Notes, 634%,
dr\}eg‘sgﬁzﬂy t01992.... 3,750 3,900
uipment & Other
bligations, 6% to
14Y4%, due senally to
SORB 505 5 6 ip ia s Rid 385,336 486,944
El Paso Natural Gas Company;
Debentures, 6.75% to
16.7%, due 1988 to 2012 486,182 552,654
Senior Notes Payable to
Insurance Companies,
17Y4%, due 1987 ..... » .o i 79,000
Notes Payable, 15%%,
e 12 ;ausewnnss | saesas 100,000
Other:
Convertible Subordinated
Notes, 13%, due 1992 .. cisUad 50,000
Senior Notes Payable to
Insurance Companies,
1134%, due 1988 to 1992 31,250 37,500

1987 1986 1985 1984
540,33¢ 471,920 1,023,842 276,065
10,948,268 10,650,956 12,256,041 11,287,085
1,245,474 1,117,814 1,171,641 1,417,717
125,095 118431  eiiss e
180,182 125,167 144,937 178,926
94,444 101,545 258,411 198,889
134,309 50,047 1,220 49,480
226,150  ..... 2 eememe wasewi
197,243 309,349 246,456 152,936
2,202,897 1,822,359 1,828,665 1,997,948
3,001,058 3,393,812 3,117,983 2,453,926
405,070 397,378 40, 326,331
1,499,697 1,441,347 2,037,890 1,711,844
17,201 18,464 19,665
e 40,800 51,000
P 31,187 33,423
swmmme,  ___ gaseieied 317,474 336,762
15,799 17,201 407,925 440,850
40,970 44,545 110,925 256,341
899,743 881,214 875,783 867,992
2,939,618 2,725,678 3,714,484 3,317,925
3,839,361 3,606,892 4,590,267 4,185,917
56,584 72,57 78,260 72
3,782,777 3,534,314 4,512,007 4,099,845
10,948,268 10,650,956 12,256,041 11,287,085
(399,360) (343,894) (222,864) (14,766)
Notes Payableto '
Insurance Companies,
8.95% to 12.25%, due
198810 1993.......... 158,807 179,038
Other, 7% to 15%, due
880 1998, ... ..... 5,128 7,189
Capital Lease Obligations 101,749 117,501
Unamortized Discount . . . (58,152) (22,178)
TO o0 Tumuwani i 3,198,301 3,703,161
Less: Current Portion
of lg.-tm. debt ........ 197,243 309,349
Long-term Debt .... $3,001,058 $3,393,812
At Dec. 31, 1987, the Company had lending com-

mitments from b; aggregatng $1.65 billion of
which Bur on Northern Inc. (“"BNI”) had $1.35
billion and EPNG the remainder.

BNT and a group of banks have a $§900 million
Revolving Credit Agreement which expires March
31, 1995. The commitment to make advances
reduces by $40 million each quarter commend
June 30, 1991. Annual fees are !4 of 1 percent of
the unused portion of the commitment. Another

oup of banks is committed to a $450 million
acility Agreement with BNI which expires May 6,
1991, ual fees are Y10 of 1 percent of the com-

mitment. The aggeglate of borrowings under these
agreements and BNI commerdal paper outstand-
ing cannot exceed $1.35 billion. At BNT's option,
interest on borrowings is based on either prime
rates, domestic money market rates, or Eurodollar
rates. Under the covenants of these agreements,
retained earnings of $459 million are available for
payment of common dividends. Unused commit-
ments under these agreements are available to
cover certain debt due within one year. Therefore,
dBI\t«',I commercial paper is classified as long-term
ebt.

EPNG and a group of banks have a $300 million
Credit Agreement which expires on Aug. 27, 1990.
Annual fees ranging from Vs of 1 percent to ¥ of
1 percent of the commitment are gwable under
the terms of the agreement. At EPNG’s option,
interest on borrowings is based on prime rates,
domestic money market rates or Eurodollar rates.
The a eéate of borrowing under this agreement
and E commerdial gzager outstanding cannot
exceed $300 million. EP. commercial paper is
classified as Commerdal Paper of Subsidiary on
the accompanying consolidated ce sheet.

The Company has Interest Rate Excha:txge
Afree'mer_ns for the purpose of converting the
effective interest rate on floa! rate obligations to
fixed interest rates. Under the terms of these
agreements, the Company has an effective interest
rate of approximately 12.25 percent on $250 million
of floating rate obligations through 1991.

In May 1987, ilroad issued $150 million of
Consolidated Mortgage 87/s% Bonds, Series I, due
1994, The Series I Bonds are not reaeemablq prior
to maturity and are not entitled to any sinking
fund. In November 1987, Railroad issued $150 mil-
lion of Consolidated Mortgage 109, Bonds, Series
J, due 1997. The Series J Bonds are not redeem-
able prior to Nov. 1, 1994, and are not entitled to
a.n{ sinking fund. In Mar, 1987, Railroad redeemed
$125 million of Consolidated Mortgage 1274%
Bonds, Series G, due 2005, at 108.84 percent of
principal. -

In March 1987, EPNG issued $150 million of
8%8% Debentures, due 2012. Beginning in 1998, the
Debentures are subject to redemﬁgon through

ayments into sinking fund of $9 on annually.
n Mar. 1987, EPNG redeemed approximately $46
million of its 12.45% Debentures due 1997, at 107
percent of princpal. May 1987, EPNG
redeemed approximately $87 million of 16.7
Debentures due 2002 and $100 million of 15.75
Notes due 1992, at 112.06 and 104.5 percent of
prinasal. respectively. - L.

In October 1987, zSO million aggregate pnnqgal
amount of The El Paso Company 13%, Convertible
Subordinated Notes were conve into 969,274
shares of common stock of the Co. at $51.59 per
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share. The conversion was made utilizing treasury
shares that had been reserved for this purpose.
Aggregate long-term debt maturitiles for 1988
through 1992 are $197,243,000, $192,388,000,
$179, 6530(X) $111,181,000 and $193, 220002) respec-
tively. These amounts do not include repayment
i1.-se¢1ulxécme.m.s that arise when mortgaged property

Substantially all of Railroad’s properties and
certain other assets are egledged as collateral to or
are otherwise restrict under long-term debt
agreements. In January 1988, a settlement
final between Railroad and holders of the Non.h-
ern Padific Railwa
and 3%, general lien bonds an certain
resource properties from the liens of the bonds.

Lease Obligations

The Company has substantial lea.se commit-
ments for railroad track structure and equipment,
highway and data processi equipment, office
buildings and a tacomute dock facility. Substantially
all of these leases provide the option to purchase
the equipment at fair market value at the end of
the lease.

Certain noncancellable leases are classified as
capital leases and are included in property. The
consohdated balance sheet at December 31, 1987
and 1986, includes $150,712,000 and $150, 805000
especnvely. of properties and $54,926,000
$52,974,000, respectively, of accumulated a.momza.
tion relat\ng to capital leases.

Lease rental expense for operating leases is
$179, 502 000, $179,352,000 and $165,508,000 for the
years ended December 31, 1987, 1986 and 1985,
respectively. To be consistent, lease rental expense
for 1986 and 1985 has been adjusted for certain
Railroad contract payments which were not previ-
ously classified as rental expense.

Minimum annual rental commitments at Decem-
ber 31, 1987, are as follows (in thousands):

Year Ending December Capital rati

31 o L&l:.s& opeL&;s«“f
22,265 143,529
17,890 134,314
16,452 123,313
14,630 110,041
12,344 96,899
73,749 619,793
157,330 $1,227,889

$10 par value, authorized 1,744,295 shares:
alance, r of year
Acquired during year
Balance, end of year
No ar v ue. authorized 25,000,000 shares:

Ba.la.nce, beginning of year
Acquired during year
Balance, end of year
82 125 Series: |
alance, begmmng of year

Issued on exercise of stock options
Acquired during year
Balance, end of year
Adﬁusmble Rate Series:
alance,

$10 Par Value Preferred Stock, Cumulative

e Company is required to retire 123,458
shares annually, through redemption at par or
cancellation of shares acquired through open-mar-
ket purchases.

$9 Senes No Par Value Preferred Stock, Cumu]auve
The C a.ny r edeemed of the outstan

stock in 19 including 306,000 shares redeem

early at $102 per share and 102,000 shares at par.

$2.125 Series No Par Value Preferred Stock, $25
Redemption Value, Cumulative

The Company redeemed all of the outstanding
stock at $26.40 per share in 1986.

Adjustable Rate Series No Par Value Preferred
Stock, $48 Redemption Vllue, Cumulative

e Company redeemed all of the outstanding
stoc_k at $48 per share in 1986.

No Par Value Preferred Stock and Class A Pre-
ferred Stock Without Par Value — Unissued

At December 31, 1987, the Company has availa-
ble for issuance 25,000,000 shares of No Par Value

Redeemable Preferred Stock of Subsidiary

Company 49, prior lien bonds Federal

Less amount representing
terest ......vuonaon 55,581
Present value of
minimum lease
PAYIEDtS . cusinne b b $101,749

3. Incomo Taxes
?rovmon for income taxes, excluding the
effect of the 1986 change in Railroad depreciation
method of accounting, is as follows (in thousands):

Year Ended December 31,

1987 1986 1985

$73,736  $18,015  $20,602

(231) 619 18,411

73,505 18,634 39,013

186,94 54,609 372,808

26, lSl (3,143) 31,887

213,092 51,466 404,695

Total,........ $286,597 _ $70,100  $443,708

Recondliation of statutory income tax rate to
the effective income tax rate is as follows:

Year Ended December 31,
1987 1986 1985

Statutmf?
t) rabc ........ 40.0% (46.00%  46.0%
Stzte income taxes net of
federal tax benefit . 24 (0. 3) 2.6
Acquisition adjustments . 4.6 4.0 27
Dividend exclusion ..... 20.7; 23] enmen
Capital gain tax rates ... 1.0 0.7 {1.9;
Investment tax credit ... ...... 0.6 5.9
Writedown of oil and gas
PODEIYLS . coisvonni s  winuee 612 s
R O T T (1.6) 0.1 (0.8)
Effective Rate ......... 43.71% 549 4217

Deferred tax expense consists of the following
(in thousands):

Intangible drilling X
COMB cvocoosvane (37,446) (25,510) (14,831)
‘Tax operating loss
CAITYOVerS ...... 4,215 1,835 11,682
Investment tax
credit carryovers 23,076 57,834 45,739
Ahcmative
ini (17,488) WERTR S S
Wntcoff of raﬂroad
................ (162,149)
Other ............ 52,835 62,072 57,039
Total......... $213,092 $51,466  $404,695

Investment tax credits generated for the years
1986 to 1985 are $5.0 jion and $78.9 mullion,
respectively. As of December 31, 1987,.approxi-
mately $91.7 million of investment tax credit carry-
overs are available to offset future tax liabilities
and approximately $50.3 million of net operating
loss carryovers are available to offset future taxa-
ble income for up to 14 years. A pproximately $5.7
million of the investment tax credit carryovers and
all of the net operating loss carryovers are
restricted under the separate return limitation year
rules of the Internal Revenue Service Regulations.
The benefits of the investment tax credit and net
operating loss carryovers have been recognized for
accounting purposes.

In December 1987, the Financial Accounting
Standards Board issued Statement of Finandal
Accounting Standards No. 96, Accounting for
Income Taxes ("SFAS No. 96). "After xmplementa«
tion, the primary impact of SFAS No. 96 is that
deferred tax liabilities or assets are to be adjusted
for changes in tax laws or rates. Companies-are

uired to adopt SFAS No. 96 by December 1989,
although earlier adoption can be elected. There are
several implementation alternatives under the tran-
sitional guidelines of SFAS No. 96, ranging from

Preferred Stock and 50,000,000 shares of Class A
Preferred Stock Without Par Value. The Board of
Directors has the authority to issue such stock in
one or more series, to fix the number of shares
and to fix the designations and the powers. On
July 10, 1986, the Board of Directors designated a
series of 800,000 shares of Class A Preferred Stock
Without Par Value as Series A Junior Participating
Class A Preferred Stock. Each one one-hundredth
of a share will have dividend and voting rights
approximately equal to those of one share of Com-
mon Stock of the Company. In addition, on July
10, 1986, the Board of Directors declared a divi-
dend distribution of one Right for each outstand-
ing share of Common Stock of the Company. The
Rxght_s become exercisable if, without the Com-
pany’s prior consent, a person or group acquires
securities having 20 percent or more of the votmg
power of all of the Company’s voting securities or
announces a tender offer which would result in
such ownership. Each Right, when exercsable,

The redeemable preferred stock of EPNG consists of the following at December 31:

Preferred Stock, cumulau've, no par value, 12,500,000 shares authorized:

S‘/ Series of 1
;? Series of 1970
8‘/4 Series of 1972 .

9. 4%, Series of 1978 ...

Total

In February 1986, EPNG redeemed all of the
outstan stock of the 10%% Cumulative Pre-
ferred Stock, Series of 1970 at $102.50 per share
and its 9.4% Cumulative Preferred Stock, Series of

Year Ended December 3, recording the prior year cumulative effect of the
1987 1985 new rules entirely in the year of implementation to
Excess of tax over restating one or more prior years' financial state-
book depreciation $31,780  $161,974 $267,151 ments. As the various alternatives could have con-
Recoverable excess siderably different effects on its cial state-
BasCOStS...c.u0s 105,581  (17,264)  (14,403) ments, the Company is condu an
Accruals for | lmplemeutauon study; at this time, the ultimate
ca.sdua.lnd. claims effect on its financial statements is uncertain.
snedum&‘r 4. Preferred Stock — Redeemable
current year..... 539 (27,326) 52,318  Preferred stock consists of the following:
1987 1986 1985 B
Amount Amount Amount
Shares (Thousands) Shares (Thousands) Shares (Thousands)
....................... 1,720,121 $17,201 1,846,448 $18,464 1,966,501 $19,665
....................... ,251 1,402 126,327 1,263 120,053 1,201
....................... 1,579,870 $15,799 1,720,121 $17,201 1,846,448 $18,464
............................................. 408,000 $40,800 510,000 $51,000
............................................. 408,000 40,800 102,000 10,200
................................................... $esives 408,000 $40,800
1,247,466 $31,187 1,336,166 $33,423
1,248,126 31,192 " 83,700 12,236
................................................... $siecie 1,247,466 $31,187
............................................. 6,614,050 $317,474 7,015,878 $336,762
............................................. 6,613,000 317,424 401,100 19,253
............................................. 1,050 50 728 35
................................................... $icinva 6,614,050 $317,474

entitles the registered holder to purchase from the
Company one one-hundredth of a share of Series
A Junior Partidpating Class A Preferred Stock at
a price of $190 per one one-hundredth of a share,
subject to adjustment. If after the Rights become
exercisable, the Company were to be acquired
through a merger, each Right would permit the
holder to purchase, for the exercise price, stock of
the acquiring company having a value of twice the
exercise price. In addition, if any person acquires
25 percent or more of the Company (other than as
a result of a cash offer for all shares), each Right
not owned by the holder of such 25 percent would
permit the purchase, for the exercise price, of stock
of the Company having a value of twice the exer-
cise price. The Rights may be redeemed by the
Company under certain circumstances until their
expiration date for $0.05 per Right.

The preferred stock redemption requirements for
1988 through 1992 are $1,235,000 per year.

The aggregate redemption value of EPNG's
redeemable preferred stock was approximately $41

3 1978 at $105.44 per share. million at December 31, 1987. The aggregate sink-
R4
1D

1987 1986 1985

Shares Amount Amount Shares Amount

Outstanding (Thousands) Outstzndmg (Thousands) Outstanding (Thousands)

237,200 $23,720 267,200 $26,720 297,200 $29,720
........................ 186,766 18,678

172,500 17,250 178,250 17,825 184,000 18,400
........................ 441,270 44,127

....................... $40,970 $44,545 $110,925

ing fund requirements are $4,150,000 per year for

1988 through 1992.
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: Common and treasury s activity is as follows:

ights (“SARs") to

also grants stock appreciation
ARs are exercis-

BT
certain holders of stock options. r
sble during the same pcgod as the options. The
option ho]ger can elect to exercise either the option
“or the SAR. SARs entitle an d?non holder to
g g A g I
option price an e fair market value of the
gfmn%n stc,o)ck at the date of exercise of the SAR.
To the extent the SAR is exercised, the related
option is cancelled and to the extent the option is
exercised the related SAR is cancelled.
Activity in stock option plans was as follows:

. Exercise

Options  SARs Price per Share
1,108,121 201,690 6.17 to 49.31
281,250 77,750 —_ .00
367,221 98,750 6.17 to 45.88
114,550 17,400 22.09 to 52.00

907,600 163,290 9.59 to

196,200 57,700 68.19 to

227,838 63,836 9.59 to
90,788 16,854 10.22 to 68.3!
785,174 140,300 9.59 to 70.19
255,300 71,900 69.94 to 79.56
231,519 20,800 9.59 to 68.38
" 54,450 13,500 12,13 to 69.94

Balance,

December 31, 1987 754,505 177,900 9.59 to 79.56

At December 31, 1987, 505,705 options and
106,000 SARs are exercisable at prices of $9.59 to
$70.19 per share. At December 31, 1987 and 1986,
1,251,200 and 1,160,010 shares, respectively, are
available for additional grant under the plans.

. Shares issued upon exercise of options may be
issued from treasury shares or from autho:

but unissued shares. The Company has a formal
program to systematically repurchase treasury
shares for the plans.

On October 20, 1987, the Company announced a
program to repurchase up to § m.\ﬁ:on shares or
approximately 7 percent of its common stock from
time to time based upon market conditions.

7. Acquisition of Southland Royalty Company

On December 13, 1985, Southland e a
wholly owned subsidiary of the Company pursuant
to an Agreement of Merger between the Company
and Southland dated as of November 21, 1985 and
following a tender offer for all the outstan
shares of common stock of Southland commenc
by the Company on October 22, 1985. The aggre-

te consideration for the common s of South-

d acquired by the Company was approximately
$730 m%hon. Southland is accoun for by the
1985, including appropriate
purchase accounting adjustments.

8. Pension Plans
. The Qo;nfa.ny's pension plans are non-contribu-
tory defined benefit plans covering substanua.llg' all
non-union e;-glo ees. The benefl on
years of cr ;
average compensation levels. Contributions to the
plans are based upon the Proéected Unit Credit
and are
amounts that are currently deductible for tax pur-
poses. Contributions are intended to provide not
only for benefits attributed to service to date but
also for those expected to be earned in the future.
5 The following table sets forth the plans’ funded
status and amounts recognized in the Company’s

ts are bas

. consolidated finandal statements (In Thousands):

Dec'gsli
Actuarial present value of benefit obligations:
Accumulated benefit
obligation, including
vested benefits of
$773,422 and $771,095 in
1987'and 1986,
respectively ..........
Projected benefit
obligation for service
rendered to date .......
assets, primarily
. mmarketable equity &
2})! securities, at fair

Dec. 31,
1986

3785,548 $793,130

947,400

.............. (818,416)

(824,801)

Proge,cteq benefit
obligation in excess of

* plan assets .......... 122,599

4 8. éommon Stock, Treasury Stock and Stock Options

Pension cost for the plans includes the following
components: .
Service cost — benefits
earned during the

period ...... wiminince o0 $14,275 $14,124
Interest cost on
projected benefit
obligation .......... . 86,024 - 83,127
Actual return on plan

" X8 caseossnensone (60,825) (130,365)
Net amortization and
deferred amounts ..... (3,175) 67,200
Net pension cost..... i $36,299 $34,086

The projected benefit obligations was determined
using weighted average discount rates of 10 per-
cent and 9.25 percent at December 31, 1987 and
1986, respectively, and a rate of increase in future
compensation levels at 6 percent at December 31,
1987 and 1986. The expected long-term rate of

2.00 return on plan assets was 10 percent at December included

1985.

9. Change in Accounting Method

In the second quarter of 1986, the Company
adopted a method of depreciation for the majority
of its railroad transportation properties that
closely approximates a unit method rather than
the composite method of depreciation previously
used. This method was adopted to more accurately
reflect physical use of assets in the current deregu-
lated transportation environemnt. The new method
bas been applied to prior years’ property acquisi-
tions resulting in a $336 million after tax charge to
the first quarter 1986.

10. Speclal charge

The non-cash, pretax Special Charéz of $957 mil-
lion includes a writedown of the mpany’s oil
and gas properties and a writeoff of surplus rail-
road assets. The after tax impact of this Special
Charge increased 1986 Net Loss by $802 mullion,
$10.83 per share. At June 30, 1986, the Company’s
unamortized oil and gas capitalized costs exceeded
the present value of future net revenues based on
the Company’s method of accounting for oil and
gas properties. As a result, the Company recorded
a $605 million pretax charge to reflect the substan-
tial decline in oil and gas prices. The Company
also conducted a review of its railroad physical
gropem’u. The Special Charge includes a $352 mil-
ion provision for surplus, obsolete or otherwise
unproductive assets, including locomotives, rolling
stock and abandoned track.

11. Commitments and Contingent Liablilties

In October 1986, Railroad entered into an electri-
cal power purchase agreement under which pay-
ment is based on the number of megawatt hours of
energy consumed, subject to a specified take-or-
pay minimum. The agreement requires a number
of locomotives sufficient to provide the necessary

service and highest five year megawatt hours to Railroad. Railroad’s absolute, have filed

annu minimum payment obligation is $12.5
Tnulhl'ﬁ;on over the “ﬁ_flheen-yea.r term gf tahe xgag:;enL

payment vary upwar € on
mechanical practices, performance a.ncl utilization.
Based on current availability and usage, Railroad's
payment in 1988 is expected to equal or exceed
$28.9 million. As of December 31, 1987, Railroad
had purchased $30.8 million of electrical power
under this agreement. -

In December 1987, Railroad entered into another
Jocomotive electrical power purchase agreement for
a ten-year term. Payment under this agreement
will vary depending on mechanical practices, per-
formance and utilization. Railroad’s absolute
annual take-or-pay commitment is $13.1 million
over the term of the agreement. Based on esti-
mates of usage and additional power to be pro-
vided, Railroad's payment in 1988 is exp to
equal or exceed $25.6 million.

In connection with its program to transfer cer-

has agreed to e certain payments for services
performed by the operators in connection with
traffic that involves the short lines and Railroad as
carriers. These payments are not fixed in Lmounﬁ
will vary with such factors as traffic volumes an

short line costs and are not expected to exceed

1987 . 1985
; % Amount Amount Amount
WO Shares (Thousands) Shares (Thousands) Shares (Thousands)
' Common stock: -
8 Ol VAL vuvvamaniy § LGRS ¢S e — euaig aeugimasese 75,622,872 $881,214 75,557,266 $875,753 75,386,844 $867,992
2R g;le?&c:'co( Btock OpHODS -+« v v vvenenenens S § § PR § » SRS 4 s 78,420 7,761 65,606 5,431 170,422 7,791
-+ Conversion of convertiblenotes .............ooiiiiin.., ST § R e, 10,762
e - Balance,endof year ............... R g R O R 75,701,292 $899,743 75,622,872 $881,214 75,557,266 $875,783
tock:
e noe. boginning Of YEar .. ................ T—— e 1,838,567 $72,8718 1,977,276 $78260 2,186,915 $86,072
- Exercise of stock options and other —net. .. ¢ vsweomins s cae SRR B WS R (153,887; (5,806 (138,709) (5,682) (209,639) (7,812)
" Conversion of convertible notes........... eI R N (969,274 (38,416 s R iy Dol e
Z Smuquircdunderrepurchmeprogrm ........... RS § a v eessee & 8w . g 228  ..... B Y
; Balance, endofyear......... SeE e A S BB Sl e § & e 1,239,20.6 $56,584 1,838,567 $72,578 1,977,276 $78,260
- AR 5 . .
. r the Company’s stock option plans, Unrecognized net gain Revenues for these joint moves will continue to be
% ggg: may gran to officers and key sala-  (10s8)...........onns 1,222 (30,089) reflected by Railroad as revenue from operations.
ried employees at fair market value at the date of Unamortized net o gains or losses were recorded in connection
t, exercxl.'mt}g; mo\fwhglgeoryp;;t bg} thceoggggg‘cxes transition obligation . .. (114,592) (112,814) with these transfers during 1987.
.hgf ompie . "
employcmenpt from the grant date. The Com'pany Net accrued pension cost . $9,229 $809 lia’!l;ililig; l,:;ehigg g‘gﬁ% cg‘mxvemt‘m;nat:eg;u;ox;tér:,g:r::

effect on the finandal ition or the results of
operations. See “Legal Proceedings” and “Natu-
ral Gas Operations” in the Company’s 1987 Annual
Report on Form 10-K for information concerning
litigation, commitments and contingent liabilities.

REPORT OF INDEPENDENT CERTIFIED PUBLIC
ACCOUNTANTS

(As Taken From Annual Report of Company)
To .the ' Stockholders and Directors of
Burlington Northern Inc.

We have examined the consolidated balance
sheets of Burlington Northern Inc. at December
31, 1987 and 1986, and the related consolidated
statements of income, retained earnings and
changes in financial position for each of the three
years in the period ended December 31, 1987. Our
examinations were made in accordance with gener-
ally accepted auditing standards and, accordingly,
such tests of the accounting records and

S
gg 19 31, 1987 and 1986. Pension cost was $42,495,000 in such other auditing procedures as we considered

necessary in the circumstances.

In our opinion, the finandal statements referred
to above present fairly the consolidated finandal
position of Burlington Northern Inc. at December
31, 1987 and 1986, and the consolidated results of
ite operations and es in its finandal position
for each of the three years in the period ended
December 31, 1987, in conformity with generally
accepted accounting principles consistently applied
during the period, except for the change, with
which we concur, in the method of accounting for
railroad transportation properties as described in
Note 9 to the finandal statements.

COOPERS & LYBRAND
Seattle, Washington
January 21, 1988

MANAGEMENT'S DISCUSSION AND
ANALYSIS OF FINANCIAL CONDITION
AND RESULTS OF OPERATIONS

(As Taken From Annual Report of Company)

Financial Condition

Funds provided before financing activities were
$596 million in 1987, compared to $622 million and
$182 million (excluding $730 million of funds to
acquire Southland) in 1986 and 1985, rsgccdvdy.
The long-term debt to capital (long-term debt, pre-
ferred stock-redeemable and common stockholders
equity) ratios at December 31, 1987 and 1986 were
44 and 49 percent, rapectivcéy. The December 31,
1985 pro forma long-term debt to capital ratio
(mdudmg Southland) was 41 percent. The Com-
pany and EPNG have credit line agreements total-
ing $1.65 billion. Qutstanding commercial paper
reduces the amount available under these agree-
ments. (See Note 2 of Notes to Consolidated
Finandal Statements.) The Company and EPNG
$600 million in shelf registration state-
ments for issuance of additional debt securities.

In October 1987, the Company announced a pro-
gram to repurchase up to 5 million shares or
approximately 7 percent of its common stock.

rough Dec. 31, 1987, 523,800 shares have been
acquired at an average cost of $53.89 per share.
Additional purchases will be made from time to
time based upon market conditions.

Dividends

On January 21, 1987, the Board of Directors
declared a common s quarterly dividend of
$0.55 per share, payable April 1, 1988. Dividend
levels are determined by the Board of Directors
based on profitability, capital expenditures, financ-
ing and other factors.

Capital Expenditures and Resources
Capital expenditures during the past five years
were $3.8 billion. Capital expenditures decreased 18

970,429 tain rail lines to independent operators, Railroad percent to $484 million, compared to $591 million

and $1.1 billion in 1986 and 1985, respectively.
Railroad capital expenditures d 21 percent
to $276 milhon, compared to $351 million and $651
million in 1986 and 1985, respectively. Natural Gas
Operations capital expenditurcs decreased 35 per-
cent to $47 million, compared to $72 million and

152,013 pormal business requirements for services received. $95 million in 1986 and 1985, respectively. Oil and

R
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Gas capital expenditures decreaseu .1 percent to
$103 mullion, compared to $116 million and $335
million in 1986 and 1985, respectively.

Capital expenditures for 1988 gero ected to be
approximately $750 million, nded from
internal cash flow, supplemented by the Com-
pany’s continuing ability to obtain external financ-
ing.

Results of Operations X

Net Income for 1987 was $369 million, $1.93 per
share, compared to Net Loss for 1986 of $360 mil-
lion, 812.07dper share and Pro Forma Net Income
for 1985 (adjusted for the impact of the change in
Railroad depreciation method) of $557 on,
$6.65 per share. The Net Loss for 1986 includes an
after-tax Special Charge of $802 million, $10.83 per
share, and an after-tax charge for the cumulative
prior year effect of the change in Railroad depred-
ation method, of $336 million, $4.54 per share (See
Consolidated Financial

Operating Income for 1987 was $1.1 billion com-
pared to Operating Loss for 1986 of $129 million
which includes a pre-tax SFecan Charge of $957

i or 1985

Notes 9 and 10 of Notes to
Statements).

ion. Operating Income (adjusted for
the impact of the change in Railroad depreciation
method of 877 million) was $1.2 billion.

Railroad revenues increased 8 percent from 1986,
which decreased 8 percent from 1985. The changes
in revenues were caused by volume changes, price
adjustments to meet competition and 1986 coal
rate litigation reserves totzﬁ:r_xg $101 million. Rail-
road volume, as measured in revenue-ton-miles,
increased 10 percent from 1986, which increased 2
percent from 1985. Volumes increased in all major
commodity groups in 1987 with the agricultural,
forest products and intermodal groups contributing
significant volumes as well as revenue increases of
over 10 percent each. Coal and taconite, Railroad’s
major commodity group, had an increase in vol-
ume and revenues of 4 percent and 5 percent,
resg)ecnvely. from 1986, which decreased 7 percent
and 13 percent, respectively, from 1985. Natural
Gas Operations revenues were $1.4 billion, $2.1 bil-
lion and $3.7 billion in 1987, 1986 and 1985, respec-
tively. Natural Gas Operations revenues were $1.4
billion, $2.1 billion and $3.7 billion in 1987, 1986
and 1985, respectively. Natural Gas berations
revenues decreased due to lower commodity sales
prices and volumes, pam%la' offset by increased
transportation revenues. and Gas revenues
were $736 million, $741 million and $986 million in
1987, 1986 and 1985, respectively. The decline in
1987 is due to_lower gas prices, partially offset by

igher oil prices and higher NGL prices and
volumes. X

Railroad costs and expenses increased 5 percent
from 1986, which increased 1 percent from 1985.
The changes in costs and expenses were affected
by traffic volumes, depreciation, diesel fuel and
labor costs. Depreciation, dlesgf_iuel and labor
costs were $281 million, $281 million and $1.6 bil-
lion, respectively, in 1987, compared to $312 mil-
lion, $261 million, and $1.5 billion in 1986, and $234

illion, $401 million and $1.5 billion in 1985. The
1987 Railroad operating ratio was 85.1 percent,
compared to 97.3 percent in 1986 and 80.7 percent
in 1985. The Special Charge and change in Rail-
road depreciation method of accounting resulted in
an increase of 11.5 to the 1986 operating ratio.
Natural Gas Operations costs and expenses were
$1.2 billion in 1987, compared with $1.9 billion in
1986 and $3.4 billion in 1985. The decrease in costs
and expenses resulted from reduced purchased gas
volumes and costs. Oil and Gas costs and expenses
totaled $637 million in 1987, compared with $722
million and $889 million in 1986 and 1985, respec-
tively. The decrease in 1987 is due to reduced costs
associated with gas purchased and a nonrecurring
$6 million favorable NGL cost adjustment. Addi-
tional contributions to the 1987 and 1986 decreases
were efficiencies gained from the consolidation of
Meridan and Southland and lower exploration and
depreciation expense. -

nterest Expense decreased to $372 million, com-
pared to $389 million in 1986 and $312 million in
1985. the 1987 decrease xsd);imanly due to debt
redemptions made by EPNG in the second quarter
of 1987. The increase in 1986 is substantially due
to debt incurred in connection with the acquisition
of iouthla.nd and the redemption of preferred
stock.

Other Income (Ex?ense)—Net was $(22) mil-
lion, $63 million and $106 million in 1987, 1986 and
1985, respectively. The decrease in 1987 is prima-
rily due to lower interest and dividend income and
a premium paid for the redemption of Railroad
bonds, para % offset by a gain on sale of stock
investments. The decrease in 1986 is primarily due
to a reserve for a sale of properties and interest
charges on_ the coal rate cases, partially offset by
higher equity income and the sale of one-half of
Railroad’s interest in a 10.7 mile line extension in
Wyoming. Additionally, certain 1985 nonrecurring
items, including partial collection of a note (previ-
ously reserved), and a gain on sale of Burlington
Northern Airmotive Inc., affected the decrease in
1986. Interest and dividend income was $8 on,
$37 million and $40 million in 1987, 1986 and 1985,
respectively.

refen'et{ dividend requirements decreased to $4
million, compared to $33 million and $66 million in
1986 and 1985, respectively. The reduction is due
to preferred stock redemptions and the decline in
the Adjustable Rate Series preferred stock divi-
dend requirement.

OTHER MATTERS . .

See “Legal Proceedings” and “Natural Gas
Operations” in the Co.’s 1987 Annual Report on

Form 10-K for information concerning lhugation
and other matters.

EFFECT OF INFLATION
. The Company generally has experienced
increased costs in recent {:nrs due to the effect of
inflation on the cost of labor, material and su
plies, and plant and equipment. A portion of the
increased [abor and material and supplies costs
directly affects income through increased mainte-
nance and operating costs. The cumulative impact
of inflation over a number of years has resulted in
higher depreciation and depletion expenses and
increased costs for current replacement of produc-
tive facilities. However, operating effidencies have
partially offset this impact, as have price increases,
although the latter have generally not been ade-
uate to cover increased costs due to inflation.

mpetition and other market factors limit the
Company’s ability to ?nce services or products
based upon inflation’s effect on costs.

REPORT OF MANAGEMENT

(As Taken From Annual Report of Company)
To the Stockholders and Directors of Burlington
Northern Inc.:

The accompanying financial statements have
been prepared by management in conformity with
generally accepted accounting principles. The fair-
ness and integrity of these financial statements,
including any ju ents, estimates and selection
of appropriate generally accepted accounting prin-
cxﬁ)la, are the responsibility of management, as is
all other information presented in this Annual
Report Form 10-K.

In the opinion of management, the finandal
statements are fairly stated, and, to that end, the
Comgany maintains a system of internal control
which: provides reasonable assurance that transac-
tions are recorded properly for the preparation of
financial statements; safeguards assets against loss
or unauthorized use; maintains accountability for
assets; and requires proper authorization and
accoun for all transactions. Management is
responsible for the effectivesness of internal con-
trol. This is accomplished through established
codes of conduct, accounting and other control
systems, dpohcu;l'and procedures, employee selec-
tion and training, appropriate delegation of
authroity and segregation of responsiblities. To
further ensure compliance with established stan-
dards and related control procedures, the Co. con-
ducts a substantial corporate audit program.

Our independent certified public accountants
provide an objective independent review by their
examination of the Company’s financial state-
ments. Their examination is conducted in accor-
dance with generally accepted auditing standards
and includes a review of internal accounting con-
trol to the extent deemed necessary for the pur-
poses of their examination.

The Audit Committee of the Board of Directors,
composed solely of outside directors, meets regu-
larly with the independent certified public account-
ants, mana{ement. and corporate audit to review
the work of each and to ensure that each is prop-
erly discharging its financial reporting and internal
control rm&onsxb\l_xga. To ensure complete inde-
pendence, the certified public accountants and cor-

orate audit have full and free access to the Audit
_ommittee to discuss the results of their examina-
tions, the adequacy of internal accounting controls
and the quality of financial reporting.

Luino Dell'Osso, Jr.
Senior Vice President,
Finance & Planning

Frank J. Winnermark
Vice President & Controller

FINANCIAL STATEMENTS AND

SUPPLEMENTARY DATA
CONSOLIDATED SEGMENT INFORMATION
Year Ended December 31,
($ in thousands)
1987 1986 1985
Revenues: -
@Railroad ...... $4,038,241  $3,740,732  $4,048,544
[@Natural Gas
Operations 1,443,724 2,149,243 3,676,491
O1l and Gas 735,912 740,566 985,921
Forest Products . 299,656 285,780 258,428
EIZOther &
Eliminations .... 103,324 25,092 (318,457)
Total oo $6,620,857 $6,941,413  $8,650,927
Costs and Expenses:
[@Railroad ...... $3,435,987 $3,287,397 $3,268,638
Natural Gas
Operations ..... 1,151,958 1,854,142 3,360,323
Oiland Gas ..... 636,705 721,793 8389
Forest Products’s 229,257 232,439 212,401
EIZO0ther &
Eliminations .... 116,471 17,253 (325,493)
Total . aivs $5,570,378 $6,113,024  $7,404,905
@Special Charge:
Railroad .....0 e $352498 $.....s
OilandGas..... 604,594  ......
Total .i.civve S... $957,092 §......
Operating Income (Loss):
Railroad ....... $602,254  $100,837  $779,856
Natural Gas
Operations ..... 291,766 295,101 316,168
OilandGas..... 99,207  (585,821) 96,935
Forest Products . 70,399 53,341 46,027

Other and
Eliminations .... (13,147) 7,839 7,036
Total ....... $1,050,479 $(128,703) $1,246,022

MDApproximately 54 percent, 64 percent and 73
percent of Natural Gas rations revenues for
the years 1987, 1986 and 1985, respectively, were
from sales to Southern California Gas Company
and Pacific Gas and Electric Company. "

@Intersegment sales from Oil and Gas to Natu-
ral Gas Operations were $47 million, $125 million
and $216 million for the years 1987, 1986 and 1985,
respectively. Intersegment sales from Natural Gas
Operations to Oil and Gas were $135 million, $107
million and $242 million for the years 1987, 1986
and 1985, respectively.

BIThe non-cash, pretax Special Charge includes a
writedown of the Company’s oil and gas properties
and a writeoff of surplus railroad assets. See Note
10 of Notes to Consolidated Financial Statements.

@As of Jan. 1, 1987, Glacier Park Company
assumed management responsibility for real estate
activities which had previously been reported as
part of Railroad operations. Prior years’ Revenues
and Costs and Expenses, rela to these activi-
ties, have been reclassified from Railroad to Other

and Eliminations.
CONSOLIDATED SEGMENT INFORMATION
Year Ended December 31,
1987 1986 1983
. ' (In Thousands)
Identifiable Assets at End of Year:
GRailroad ....... $6,006,598 $5,952,148 $7,053,364
Natural Gas
Operations....... 2,048,131 1,722,968 1,885,389
OlandGas ...... 2,191,758 2,271,662 2,130,534
Forest Products. .. 135,303 30,509 135,390
EZCorporate and
Other Operations . 566,478 573,669 1,050,864
Total ..... ... $10,948,268 $10,650,956 $12,256,041
Deprediation, Depletion and Amortization:
allread ; . ioe $280,576 $312,231 $234,411
Natural Gas
Operations........ 70,488 67,262 96,622
Qilland Gas ....... 149,594 179,724 120,324
Forest Products ... 9,964 16,542 13,163
Corporate and
Other Operations. 23,376 20,587 11,106
Total ........ $533,998 $596,316  $475,631
Capital Expenditures:
Railroad ......... $276,379  $351,196  $650,560
Natural Gas
Operations...... 47,290 72,010 94,977
Qiland Gas . <. oo 102,620 116,063 334,846
Forest Products ... 17,387 12,238 15,208
Corporate and
Other Operations . 40,226 39,980 35,771
Tkl s 5enves $483,902  $591,487 $1,131,362

[The retroactive application of the new method
of depreciation is rec?qgmzed effective as of Jan. 1,
1986. See Note 9 of Notes to Consolidated Finan-
cial Statements.

@The 1985 amount includes a
million for the acquisition of Sou

SUPPLEMENTAL OIL AND GAS DISCLOSURES —
Unaudited

The supplemental data presented herein reflects
all of the Co.’s oil and gas properties excluding
those of Southland Royalty Company (“South-
land”) in 1985 unless otherwise indicated. X
. .Capitalized costs for oil and gas producing activ-
ities consist of the following:

roximately $730
and.

December 31,
1987 19856
N (In thousands)
Proved properties ...... $2,317,741 $2,247,813
Unproved properties .... 88,012 116,996
2,405,753 2,364,809
Accumulated

depredation, deg)let, &
amort. (“DD&A")..... 563,122 443,641
Net capitalized costs. . . $1,842,631 $1,921,163

. Costs incurred for oil and gas property acquisi-
?(ilm exploration and development activities are as
ollows:

Yo:em;l Ended Dec. 31,

1987 986 1985
(In Thousands)

Property acquisition:
Unproved........ $13,686 $25,117 $40,989
oved 5 s o s 12,052 . wspmens 45,000
Exploration . F 22,834 30,414 71,311
Development . . - 45,948 40,500 145,528

Total costs

incurred ........ $94,520 $96,031  $302,828

Results of operations for oil and gas producing

86 activities are as follows:

Years Ended Dec. 31,

1987 1986 1985
(In Thousands)

Net revenues..... $387,621 751 $412,322
Production costs . . 122,615 120,155 78,325

@01l & gas prop.
Writedown .....  ...... 604,594 Tt
Explor, & impair. . 47,177 58,095 118,859

rating
CXDENSES: s 5500 44,422 67,068 56,694
DD&A....... #ale 131,971 158,658 105,335
346,185 1,008,570 359,213
Operating inc.

(loss) ......... 41,436  (602,819) 53,109




, POt permit any restricted subsidiary to, create,

- rod. avtiv. .

ﬁ; Note 10 of Notes to Consolidated Finandial
St&sb??gl%wing table reflects estimated quantities
of proved oil and gas reserves. These reserves
have been reduced for royalty interests owned by
others. These reserves, virtually all located in the
United States, have been estimated by the Com-
pany's engineers and geologists.

Oil Gas
N (MMBbls) (BCF)
proved Developed & Undeveloped Tgaorvu

1, 1985 4 vvnnennnnnn 2,517
J;in-evision of prev. est. ... (0.4) 43
Extens., discov. & oth.
Y.L T 10.5 50
Production (5.0) (107)
Purch. of res. in place ... 0.2 60
Southland acq. +.vvvun 55.6 444
31,1985, 00ccinnnn 105.9 3,007
Dﬁ-\-ision of prev. est. ... (7.7) (36)
, discov. & oth.
20d.ccoevenene 6.2 61
Production (11.1) (145)
31, 1986 93.3 2,887
Qﬁvision of previous est. (1.8) 3
discov. & oth. adds. 33 68
C;.Cdfon sqssaenrere 9.7) (151)
Pruch. of res. in place. .. K
Sales of res. in place . ... (1.2) (7)
Dec. 31,1987 ceovevanann 844 2,807
Proved Developed Reserves
an 1,1985.......00000 351 1,591
{)«. 31,1985 . niinnn 79.5 2,042
Dec. 31,1986...cc000000 75.0 2,141
Dec. 31,1987 coconsunen 69.9 2,008

A summary of the standardized measure of dis-
counted future net cash flows relating to proved
oill and gas reserves is shown below. Future net

flows are computed using year-end costs and
statutory tax rates (adjusted for permanent differ-
ences and tax credits) that relate to the Company’s
existing proved oil and gas reserves.

rties do not include certain
principal assets of Railroad or any of the non-
transportation assets of s covenant does
not apply to (a) mortgages on designated property
or on shares of s any restricted subsidiary
to secure the payment of, or to secure any indebt-
edness incurred for the pu of financing, the
costs of construction or improvements on desig-
nated property or (b) mortgages on designated
property or on shares of stock of any restricted
subsidiary in favor of Co. or any of'its subsidiar-
ies. Also excluded are mortgages in favor of the
United States or any State, or any department,
agency or instrumentality of either, to secure par-
tial, progress, advance or other payments to Co. or
any restricted subsidiary pursuant to the provi-

sions of any contract or statute,
INDENTURE MODIFICATION — Indenture
may be modified, except as provided, with consent

of not less than a majority of notes outstg.
RIGHTS ON DEFAULT — Trustee, or 25% of
notes outstg., may declare princpal due and paya-

ble (30 days’ grace for payment of interest).

PURPOSE — Proceeds were_used, as required, for
general corporate purposes, mcluciu_x% working cap-
ital, capital expenditures and possible acquisitions

of, or investments in, businesses, assets and mar-
ketable securities, including Co.’s com. stock.

OFFERED — ($100,000,000) at 99.354 plus accrued
interest (proceeds to Co., 98.654) on August 13,
1982 thru Lehman Brothers Kuhn Loeb, Inc.,
Scherck, Stein & Franc, Inc. and assocates.

PRICE GE — 1987 1986 1985 1984 1983

High 130 128 122 110 118

110 121 109 101 1072

2. Burlington Northern Inc. debenture 11%es,
due 2015:

Rating — Baa1

AUTH. — $250,000,000; outstg., Dec. 31, 1987,
$250,000,000.

DATED — Aug. 15, 1985. DUE — Aug. 15, 2015,
INTEREST — F&A 15 to holders registered

F&AL.
TRUSTEE — Irving Trust Company.
DENOMINATION — Fully reg\slercd, $1,000 or
any multiple thereof. Transfera
ble without service charge. . .
CALLABLE — As a whole or in part at any time,
at the option of Co. on at least 30 but not more
than 60 days’ notice to each Aug. 4 as follow:

...109.80 1990 109.2 e

December 31,
1987 1986
(In Thousands)
Future cash inflows ..... $5,654,000 $5,451,000
Less related future:
Production costs. .. 1,994,000 1,627,000
Development costs 315,000 18,000
Income taxes ... 928,000 1,093,000
Future net cash flows . . 2,417,000 2,413,000
10% annual disc. for est.
timing of cash flows ... 1,349,000 1,406,000
Standardized measure of
disc. future net cash iy
flows oeoioonisiocova $1,068,000  $1,007,000 »
A summary of the changes in the standardized

measure of discounted future net cash flows appli-
cable to proved oil and gas reserves is as follows:

1987 1986 1985
(In Thousands)
anuary 1, ........ $1,007,000 $1,862,000 $1,411,000

evisions of previous estimates:
Changes in prices &

COStS.....00nnnee 69,000 (1,681,000) (314,000)
Changes in
antties........ (14,000)  (51,000) 73,000
alnnxu in rate of
-~ prod ........... 30,000  (103,000)  (55,000)
Add. to proved res.
resulting from
exten., discov. &
improved
recovery, less rel.
L COBE ssoconiaiais 28,000 46,000 114,000
Purch. of res. in
l:u:ef[ac ,ooo) ...... 41,000
€S of res. In place (10,000) soeves  wesins
uthland 2cq... ...  ...v..  vnian. 585,000
Accretion of P 143,000 327,000 252,000
es of oil & gas,
,oet of prod. costs . (265,000) (288,000) (317,000)
Net ein inc.
taxes........... 61,000 982,000 75,000
Other............ 12,000 (87,000) (3,000)
Net change ....... 61,000  (855,000) 451,000
D&qmbcr = § (S, $1,068,000 $1,007,000 $1,862,000

LONG TERM DEBT

> &.zBurﬂnqton Northern Inc. 14%4% notes, due

Rating — Baa1
Q&To%bzozwo,ooo.mgoumg., Dec. 31, 1987,
P£;Elj—;\ugust 15, 1982. DUE — August 15,
{NTEREST—F&A 15 to holders registered F&A

Co.

# TRUSTEE — Irving Trust Co.
.. DENOMINATION — Fully registered, $1,000 or

Any integral multiple thereof. Transferable and
mﬁée Wi{.‘hout: scr;{ce charge. .

— Not callable prior to maturity.
SECURITY — Not secured. Co. may not, and may

-~101.15 2005 .......... 100. )
and thereafter at 100 plus accrued interest. Not
callable, however, prior to Aug, 15, 1995 directly or
y from or in anticdpation of money’s bor-
rowed at an interest cost of less than 11.64% per

annum. Also callable for sinking fund (which see)

at 100.
SINKING FUND — Annually Aug. 15, 1996-2014,
sufficient to redeem $12,500,000 principal amount
of debs., plus similar optional payments. Sinking
fund is designed to retire 95 o of debs. outstg.
SECURITY — Not secured, (a) Co. will not, nor
will it permit any subsidiary to, create, assume,
incur or suffer to exist any mortgage upon any
stock or indebtedness, whether owned on the date
of the indenture or thereafter acquired, of any sub-
sidiary, to secure any debt of Co. or any other
person, without in any such case making effective
provision whereby all of the debentures outstand-
ing shall be directly secured equally and ratably
with such debt. There will be excluded from this
restricion any mortgage upon stock  or
indebtendess of a corporation existing at the time
such corporation becomes a subsidiary or at the
time stock or indebtedness of a subsidiary is
acquired and any extension, renewal or replace-
ment of any such mortgage. X i

(b) Co. will not, nor will it permit any restricted
subsidiary to, create, assume, incur (ﬁ suffer to
exist any mortgage upon any prindp roperty,
whether owned or leased on the date of the inden-
ture or thereafter acquired, to secure any debt of
Co. or any other person, without in any such case
making effective provision whereby all of the
debentures outstanding shall be directly secured
equally and ratably with such debt. There will be
excluded from this restriction (i) any mortgage
existing at the time a corporation becomes a
restricted subsidiary, (ii) any mortgage existing at
the time of acquisition of property, (1i) any mort-
gage to secure payment of any part of the
purchase price of property.or any Debt incurred
prior to, at the time of or within 180 days thereaf-
ter to finance the purchase thereof, other than a
purchase by a subsidiary from a restricted subsidi-
ary or from Co., (iv) a.n( mqrtgaﬁe' to secure any
part of the cost of exploration, drilling, develop-
ment, timber cutting, construction, alteration,
reforestation, repair or improvement of any prop-
erty, or debt incurred prior to, at the time of or
within 180 days thereafter to finance such cos (v}
any mortgage secured by pipeline assets of E.
Paso Natural Gas Company, (vi) any mortgage
securing debt of a restricted subsidiary owing to
Co. or to another restricted subsidiary, (vii) any
mortgage existing at the date of the indenture, and

le and excf:a.ngea- thru

MOODY’S TRANSPORTATIO VU A J

ar e, incur or suffer to exist any mortgage on (vii) any unsion, renewal or lacement of an
Mmm ..... 33,741 28,840 41,691 s ' its designated property or on shares of such mo . Notwithstanding the foregoing, Cg
' pro . s\ of any restricted subsidiary to secure indebt- may, anc / permit and restricted subsidiary to,
- R‘,u}g of ogre;a.f'i’f ednm.b This fcovem.m d;:é: n?t&prog'blt the create, assume, incur pgdsuﬂ'u to uisthil.cxay.mon-
.7 ofl & gas encumbrance of any properties of Co. other gage upon any prind property w is not
BCHV, - vneeeses $7,695  $(631,659) $11,418 the designated properties. The designated proper- excepted by clauses (i) through (viii) above with-
ggtym X ties include, among other ghug, approximately out equally and ratably securing the debentures,
. uthland oil & $1.000 %, o‘g the n:xeljage of track in .'s rail network. provided t the aggregate amount of all debt

. e designa pro

then outstanding secured by such mo e and all
similar mortgages does not exceed 5% of the total
consolidated stockholders’ a\u'ty of Co. as shown
on the audited consolida

tained in the latest annual report to stockholders
of Co. For the purpose of this restriction, no mort-
Fage to secure any debt will be deemed created by
i) the sale or other transfer of (A) any oil or gas
or minerals or timber in place for a peniod until or
in an amount such that, the purchaser will realize
therefrom a specified amount of money or a sped-
fied amount of such oil or gas or minerals or tim-
ber, or gB) any other interest and (ii) any mort-
gage in favor of the United States or any state, or
any other country, or any political subdivision
thereof, to secure partial, progress, advance or
other payments pursuant to any contract or stat-
ute, or any mortgage securing industrial develop-
ment, Eglluqon control or similar revenue bonds.

(c) Co. will not, nor will it permit any restricted
subsidiary to, sell, transfer, or otherwise dispose of
any princpal property to the railroad other than
(i) from cash or other consideration which, in the
opinion of the board of directors, constitutes fair
val\a? for s'\':bih p:gncpa.l x:_u"opcr'ty-.f or (i) up(;ln ugg
condition t the provisions of paragra
above applicable to restricted subsirﬁaria sgnll&)e
applicable to the railroad in respect of each such
principal praerty for which fair value was not
received by Co. or the applicable restricted subsidi-
ary in accordance with clause (i).

ENTURE MODIFICATION — Indenture
may be modified, except as provided, with consent
of a majority of debs. outstg.

RIGHTS ON DEFAULT — Trustee, or 25% of
debs., outstg., may declare principal due and paya-
ble (30 days for paﬁ:ent of interest).

Iélig'ED—I\ew York, Midwest and Padific Stock

xchange.

PURPOSE — Proceeds will be used for general
corporate purposes, inclu working capital, cap-
ital expenditures and possible acqusitions of, or
investments in, businesses and assets, including
Co.’s com. stock.

OFFERED — ($250,000,000) at 99.90 plus accrued
interest (proceeds to Co., 99.025) on Aug. 20, 1985
Morgan Stanley & Co. Inc., Scherck, Stein &
Franc, Inc. and associates.

PRICE RANGE — 1987 1986 1985
BB« osis ewioins 109 sone 9%
Low ccocenenene 100Y2 eene 95

w:;.eaurllngmn Northern Inc. 9%3% notes, due

Rating — Baa1
AUTH. — $300,000,000; outstg. Dec. 31,
$300,000,000.
DATED — Feb. 1, 1986. DUE — Feb. 1, 1996.
]E;ITEREST— F&A 1 to holders registered J&J

TRUSTEE — United States Trust Company.

DENOMINATION — Fully register: $1,000 or

any multiple thereof. Transferable and exchangea-

ble without service charge.

CALLABLE — As a whole or in part, at any time

after Feb. 1, 1993, at the option of Co. not less
30 nor more than 60 days’ notice at 100 plus

accrued interest.

LISTED — New York, Midwest and Pacific Stock

Exchaﬁe.

SECURITY — Same as deb. 11%gs, due 2015,
PURPOSE — Proceeds will be used, as required,
for general corporate purposes, inclu . wor!
capital, capital expenditures, reduction of indebted-
ness related to the acquisiton of Southland Roy-
alty Company, and possible acquisitions of, or
investments in, businesses and assets, including
Co.'s common stock.

OFFERED — ($300,000,000) at 99.30 plus accrued
interest (pr to Co., 98.625) on Jan. 30, 1986
thru Morgan Stanley & Co. Incorporated; Salomon
Brothers Inc. and associates.

PRICE RANGE — 1987, 107-95; 1986, 105%4-103%s.

2‘):.‘.Burllnqton Northern Inc., debentures 9s, due

1987,

Rating — Baa1
AUTH. — $200,000,000; outstg. Dec. 31,
$200,000,000.
DATED — Mar. 15, 1986. DUE — Apr. 1, 2016.
%‘JTBREST— A%O 1 to holders registered M&S

TRUSTEE — Citibank, N.A.
DENOMINATION — Fully registered, $1,000 or
any multiple thereof. Transferable and exd:anxu-
ble without service charge.

1987,

CALLABLE — As a whole or in part at any time,
at the option of Co., on at least 30 but not more
than 60 days’ notice to each Mar, 31 as follows:

1989.. 08.10 1990. 107.65

2004 ....cccoreres 101.35 2005 ...........100.90 2006 ....ceceeue 100.45
and thereafter at 100 plus accrued interest. Not
callable, however, prior to Apr, 1, 1996 directly or
indirectly from or in anticipation of moneys bor-
rowed by or for the account of Co. at an interest
cost of less than 99, per annum. ble for
sinking fund (which see) at 100.
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SINKING FUND — Annually Apr. i, 1997-2015
sufficient to redeem $6,000,000 pnnc:pa.i mount of
debs., plus similar, opuona.l payments. Sinking fund

u dalgned to retire 57% of debs. prior to matur-

SECURI — OTHER PROVISIONS — Same as
deb. 11%ss, due 2015.

LISTED — On New York, Midwest and Pacific
Stock Exchange.

OFFERED — ($200,000,000) at 100 plus accrued
interest (proceeds to Co 99.125) on Apr. 1, 1986
thru Morgan Stanley & Co. Inc.; Salomon Brothers
Inc. and assodiates.

PRICE RANGE — 1987, 101-811/; 1986, 100-94/2.

5. Other Lon$Torm Debt: Out.stg Dec. 31, 1987,
$2,348,301,000 Long-Term Debt

and Lease ations under Notes to Consoli-
dated Funncal tatements, above.

CAPITAL STOCK,

1. Burlington Northern Inc. 5Y2% cumulative
preferred; par $10:
AUTH. — 1,744,295 shares; outstanding Dec. 31,
1987, 1,579,870 shares; par $10.
PREFERENCES — Has preferences for assets and
dividends. -
DIVIDEND RIGHTS — Entitled to cumulative
cash dividends of 55 cents a share annually paya-
ble quarterly the first day of Mar., June, etc.
DIVIDEND RECORD — Initial dividend of
$0.0458 axd Mar. 31, 1970; regular quarterly divi-
dends of $0.1375 paid thereafter.
VOTING RIGHTS —Has no voting power

except as provided by laws of Delaware, an
except on default of 6 quarterly dividends when
preferred voting as a class, is entitled to elect two

directors; such voting rights to continue until such
arrearages have been paid.

Consent of 66%3% of preferred required to
authorize prior stock as to amend terms adversely;
consent og’ majority of preferred to liquidate volun-
tarily. No vote of preferred required to increase
authorized preferred or create one or more classes
of preferred so long as such classes
subordinate to preferr
PREEMPTIVE RIGHTS None.

CALLABLE — At $10 per share plus dividends.

Also callable for sinking fund (which see) at $10
a sh. and divs.

While preferred dividends are in arrears, Co.
may not redeem less than all preferred without
consent of 66%3%, of preferred or purchase any
preferred except on offer made to all holders of
preferred.

SINKING FUND — Beginning Jan. 1, 1976 com-
pany will retire in each calendar year 49, of par
value of preferred outstanding through redemp-

tion, or cancellation of such preferred shares iere-
tofore purchased by it at or below par (such
purchase shares to be valued for sinking fund pur-
poses at par) or both; Co. may (any deficiency in
mandatory payment for prior year having
made up) as an optional s fund in any one
or more of such calendar years, so to redeem or
cancel preferred shares theretofore purchased, or
th, up to 49, of par value of preferred shares
outstanding; aggregate amounts which
mandatory payments have been so anticipated in
any year may be credited a, sz future sinking
fund requlrement.s provid that in no event
would compan ca{ relieved for more two
consecutive endar years from the mandatory
sinking fund requirement.
TRANSFER AGENTS, REGIS’I‘RARS & DIVI-
DEND DISBURSING AGENT —Same as for
common stock.
ISSUED — (3,080,843 shs&on Mar. 2, 1970 in con-
nection with merger of Great Northern Railway
Co. (see history above).
LISTED — On NYSE (Symbol: BNI Pr).

PRICE RANGE — 1987 1986 1985 1984 1983
Bigh oo s o4 9 9% T Th T
Low tivvvninnnn 8 T4 6% 6Y 5%

2. Burlington Northern Inc. common; no par:
AUTH. — 300,000,000 shares; outstanding Dec.
1987, 74,462, 086 shares; in treasury, 1,239, 206
shares; reserved for options, 2,005,705 shara. no
par.

No par shs. split 2-for-1 Feb. 24, 1984.
DIVIDENDS — (payments since 1969 follow):

— Burlington Northern Railroad Co. —
1970 corcosens $L.772 1971-73........81.50 1974... o
0.85 1976 1.30 1977...

1
1980 0.62'2 1981 0.3125
— Burlington Northemn Inc. —
.0.6925 1982 ..coccraunne 1.67 1983 .eccneee 1.66
...0.45
On no par shs. after 2-for-1 split:
1984 0.75 1985 1.30 1986....cece.e. @1.55
YOBY ssviinns 2.00 1988 ............ 2.20
[@Also stock purchase rights, see below.
@ETo Oct. 3

VOTING RIGHTS — Has one vote per share; non
cumulative voting for directors.

PREEMPTIVE RIGHTS — None.
ISSUED — (12,294,595 shs.) on Mar. 2, 1970 to
shareholders of Great Northern way

Northem Pacific Railway Co. and Chicago Bur-
& Quincy Railroad Co. in the following

BURLINGTON NORTHERN RAILROAD

HISTORY

Incorporated in Delaware Jan. 13, 1961 as Great
Northern Pacific & Burlington Lines, Inc.; name
changed to Burlington Northern, Inc. in Mar. 1970;
present name adopted May 14, 1981.

On Mar. 2, 1970 merged Northern Pacxhc Rail-

Co Great Northern Railwa Chicago,
Bur gu Railroad Co. and Pacific
Coast R Co hareholders of constituent compa-

nies exchanged stock on following basis:

Shareholders of Northern Pacific Railway Co.
received common stock on a share-for-share basis.

Shareholders of Great Northern Railway Co.
received one common share and !> share §2%,
cumulative preferred for each common share.

Shareholders of Chicago, Burlington & Qum
Railroad Co. received 3Y4 common shares for eac
common share (exclu shares held by Northern
Pacific Railway Co. and Great Northern Railway
Co., no securities issued in respect of these shares
which amounted to 97.18%, of outstanding stock).

All outstanding stock of Pacific Coast R.R. Co.
was owned by Great Northern Railway Co. and no
securities were issued in respect of these shares.

On June 1, 1970 fon'ned Western Fruit Express
Co. through merger of former Great Northern
Ra.xlway Co. subsxg.xary Western Fruit Express Co.
and Burlington Refrigerator Express Co.

For corporate history of constituent companies,
see Moody’s 1970 Transportation Manual.

In 1971 merged subsidiaries Burlington Truck
Lines with Northern Pacific Transport Co., form-
ing BN Transport Inc.

In Nov. 1973, Co.'s Plum Creek Lumber Co.
acquired Arden Lumber Co.

In 1974 formed BNL Development Corp. subsid-
iary, to coordinate Co.’s real estate operations.

In Jan. 1975 sold its 50% interest in Oregon Cal-
1(f:orma and Eastern Railway Co. to Weyerhaeuser

o.

In 1977, at Superior, Wis.,, a $67.4 million taco-
nite- ha.ndlmg terminal was completed and put into

(Wholly owned by Burlington Northern Inc.)

operation. It is being operated by a subsidiary,
Burlington Northern Dock Corp.

Merger History: Informal merger conversations
in 1955, among corporate officers of the companies
involved, led to a study in 1936 to determine the
benefits of consolidation.

The overwhelming economic advantages of con-
solidation, established by the study, warranted a
decision to merge and negotiations as to terms of
stock exchange ratios were reached

Formal merger agreements were signed in Jan.,
1961, and approved by Great Northerm and North-
ern Pacific stockholders later that year. Applica-
tion for approval of the merger was filed with the
ICC on Feb. 17, 1961. The first hearing before a
commission examiner was held in Oct., 1961. Sub-
sequent hearings were held in a number of cities in
the territories of the companies involved. The last
hearing was concluded in July, 1962. Two years
later, the hearing examiner recommended that the
merger be approved. This was followed, however,
by oral arguments before the 11-member ICC and
on Mar..31, 1966, by a six to five dedsion, the
agency demed the application to merge. Reasons
given for ‘the denial were effects the transaction
would have on employees and reduction in rail-
road competition which it was thought might
result.

The railroads petitioned for reconsideration on
the grounds that they had reached agreement with
or would accommodate the demands of the
employee organizations and the prindpally
affected railroads. Proceedings were reopened by
commission for further hearing and oral argument
and in Dec.,, 1967, commission approved the
merger, subject to condmons relating to protection
of employees. other railroads and providing certain
routing advantages to shippers.

been ¢m Railwa

amounts (per share amounts based on outstanding
publicly held shares as of Dec. 31, 1969):

6,161,727 shares to shareholders of Great North-
Co. on a share-for-share basis (plus
/2 share of preferred per common share, see his-
tory and preferred above).

5,995,342 shares to shareholders of Nort.hern
Pacific Railway Co. on a share-for-share basis.

. 156,382 s&{es toRsahuareh;lcé:eors of (l:)hxcagofBur-
lington in roa ._on basis of 3V
shares for esch CB.&Q, Railroad Co. share heid, '+

REGISTRAR, TRANSFER AGENT & DIVI-
DEND DISBURSING AGENT — First National
Bank of Boston, Boston.

LISTED — On NYSE (Symbol: BNI).

PRICE RANGE — 1987 1986 1985 (01984 1983
High'soov siwaeisin s 84Y4 82% 72% 50 109%2
LoW vovwsismmmes 40 42Y2 46Y4 35 51

@After 2-for-1 split; before, 109Y/2-66%s.

Stock Purchase Rights: On July 10, 1986, the
board of directors of Co. e(f' a dividend of
one pfd. stock purchase nght on each outs
share of common stock. Each right will enti e
stockbolders to buy Y100 of a share of a newly cre-
ated series of pfd. stock of Co. at an exercise price
of $190. Each Y100 of a share of Co pfd. stock will
have dividends and voting né ts approxzmately
equal to those of one share of Co. com. stock. The
rights will be exercisable only if, without "Co. 's
prior consent, a person Or group acquires securi-
ties having 209, or more of the voting power of all
Co. voting securities or announces a tender offer
which would result in such 20%, ownership. .
will be entitled to redeem the rights at $0.05 per
right at any time before a 20% position has been
acquired and under certain circumstances thereaf-
ter, including in connection with certain transac-
tions not involving a 20%, stockholder. I, after the
rights became exercisable Co. were to be acquired
through a merger or other business combination
transaction, each right would permit its holder to
purchase stock of the lcqumng company having a
value of $380 for the right’s exercise price of $190.
In addition, if any person were to acquire 25% or
more of the vo power of Co. or under certain
circumstances, each right not owned by the 25%
stockholder would permit the purchase of $380 o?
Co. com. or pfd. stock for $190. The dividend dis-
tribution was made on Iu’lyh“ 1986 to shareholder
of record July 24, 1986 e rights will expire on
J:_ﬁ’ 24, 1996. Because the rights will not be ini-

y exercisable and will automatically trade with
the com. stock, right certificates will not be pro-
vided at this time. The rights distribution is not
initially taxable to stockholders.

COMPANY

Consummation of the merger, set for May 10,
1968, was interrupted by suits against the ICC in
Federal District Courts in Washington, D.C., New
York City, and Seattle. Sought in each case, was a
temporary restraining order suspending commis-
sion’s approval of the merger. The three presiding
judges who heard arguments on May 9, 1968,
refused to interfere. Department of Justice's attor-
neys then interceded directly with the then Chief
Justice of the United States who, on May 10, 1968,
signed an order delaying the merger.

The case was further argued in July, 1968,
before a special three-judge Federal District Court
and decided in favor of commission and railroads
by unanimous vote of the court.

An appeal to the United States Supreme Court
was argued in Oct., 1969, and on Feb. 2, 1970,
Supreme Court, in a unanimous decision, affirmed
the judgment of the district court, thereby permit-
ting consummation of the merger.

The actual corporate weld, fusing the constituent
companies into a single entity, was accomplished
on Mar. 2, 1970.

Colorado & Southern Share Exchange Offer: In
June, 1972, Burlington Northern offered to
exchange 187,310 Co. com. shs. for the outstg. shs.
of Colorado & Southern Ry. Co. (see appended
statement) which it does not already own, subject
to ICC approval. Terms call for an exchange of
1.75 Co. com. shs. for each sh. of C&S 1st pid.; 1.5
Co. com. shs. for each sh. of C&S 2nd pfd.; and
one Co. com. sh. for each C&S com. sh. Offer
expired Aug. 11, 1972,

In July 1972, ICC authorized Burlington North-
ern to issue 187,310 com. shs. in exchange for cer-
tain shs. of its subsidiary, Colorado & Southern
Railway Co. Purpose of exchange, ICC said, is to
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0. to acquire 80%, of its subsidiary’s out-
F;bsltcogc to enable it to file a consolidated Federal
scome tax return, thereby obtaining certain tax

-antages. . .
dl‘:n}-‘eg.. 1981, Burlington Northern increased its
ywnership in Colorado & Southern Railway Co. to
)2.57% from 91.06%. Effective Dec. 31, 1981 Bur-
ington Northern acquired the remaining shares
>ringing ownership to 100% and merged the Co.

Merger of St. Louis San Francisco Ry. Co.. On
Nov. 21, 1980, Co. and St. Louis-San  Francisco
Railway Co. merged under a merger agreement
dated Nov. 15, 1977, by exchanging 1.9 shares of
Co. common stock plus one-half share of $2.125 no
par preferred stock, $25 redemption value for each
share of Frisco common stock outstanding. The
cost of net assets acquired was $137,599, and
included the issuance of 5,058,069 shares of com-
"mon stock_and 1,331,071 shares of preferred stock.
‘The acquisition has been accounted for as a
‘burchase and results of operations of Frisco are
included in the financial statements from Dec. 1,

o

1 By type of operation:

IWIECU c c s c e s esceccsescacscssscsscsssssocsccsassnase
Jointly owned . . .ot vimsaesies o s v ses s o s ne
Ovwned by PrOPrISLary COS. e ¢ v sisisiaisios s 5 siosis o o

. Operat

: RAILROAD SUBSIDIARIES

f The Belt Railway of Chicago (8.33%)

Burlington Northern Dock Corp.

4 Burlington Northern (Manitoba) Limited
3 Burlington Northern Railroad Properties, Inc.

Burlington Northern Worldwide, Inc.

T Camas Prairie Railroad Co. (50%)

: Clarkland Royalty Inc.
Davenport, Rock Island and North Western Rail-
way Co. (50%)
The Denver Union Terminal Railway Co. (33.33%)
Electro Northern, Inc.
Houston Belt & Terminal Railway Co. (12.5%)
| Towa Transfer Ry. Co. (25%)
Kansas City Terminal Railway Company (16.67%)
. Keokuk Union Depot Company (40%)
i Longview Switching Co. (50%)
t M T Properties, Inc. (37.77%)

¥ Paducah & Illinois R.R. Co. (33.33%)

Portland Terminal R.R. Co. (40%)
¢ Terminal R.R. Assoc of St. Louis (12.5%)
Trailer Train Co. (9.76%)

% Western Fruit Express Co.

P

, portation

The Wichita Union Terminal Ry. (33.33%,)
Winona Bridge Railway Co.

% Northern Radio Ltd. -
& BUSINESS

Co.’s principal business activity is railroad trans-
and related industrial developments
properties. Co. also continues ownership of certain
natural resource properties.

'PROPERTY IMPROVEMENTS

‘#.7 In 1987, gross capital expenditures for road and

equipment were $344,717,000. During the period

under lease for fixedsum ..................
s Operated under contract for contingentrent ...........
# Trackagerights ......... N

&
B Grand Total . .... eRata s R MowOmHGRERGRIA & ATaRsEaSRISIRY R # B wie

1980, the effective date of merger for accounting
purposes. The purchase price has been allocated to
the acquired net assets based on their relative fair
values.

The merger created a 29,300-mile rail system
stretching from ports on the Pacific Coast in
Washington and Oregon, through the timber and
mining regions of the Northern Tier States and the
farming areas of the Midwest and as far south as
Pensacola, Fla.

Merger of Fort Worth and Denver Railway: On
Dec. 31, 1982, The Fort Worth and Denver Rail-
way, a wholly-owned subsidiary of Burlington
Northern Railroad Company merged into Burling-
ton Railroad Company.

OPERATING TERRITORY

Burlington Northern operates one of the largest
railroad systems in the United States . Its lines
extend (1) westward and northward from Chicago

to Denver and the Pacific Northwest, (2) through
The Colorado and Southern Railway Co. (C&S),
over 100% of the outstanding voting stock of
which is owned by Burlington Northern, and the
Fort Worth and Denver Railway Co. (FW&D), a
wholly-owned subsidiary of the C&S, to the Gulf
of Mexico at Houston and Galveston via Denver,
and, (3) through the November 21, 1980 merger
with Frisco, from Chicago through St. Louis to
interchange connections with the FW&D and
southeasterly to Florida. The principal cities
served include Chicago, Minneapolis-St. Paul,
Fargo-Moorhead, Billings, Spokane, Seattle, Port-
land, St. Louis, Kansas City, Des Moines, Omaha,
Lincoln, Cheyenne, Denver, Fort Worth, Dallas,
Houston, Galveston, Tulsa, Wichita, Springfield
(Missouri), Memphis, Birmingham, Mobile and
Pensacola. As of Dec. 31, 1987, the system con-
sisted of 25,639 miles of track operated. ¥

F.{KCox-ne, Vice-Pres,, Human Resources
AM. Fitzwater, Vice-Pres., Govt. Affairs
T.D. Flood, Vice-Pres., Auto Mkti.

W.W. Francis, Vice-Pres., Seattle Reg.
K.L. Hagan, Vice-Pres., Industrial Prod.

b Halﬁ Vice-Pres., Bus. Devel.

.H. Harrison, Vice-Pres., Chicago Reg.
W.A. Hatton, Vice-Pres., Twin Cities Reg.
D.W. Henderson, Vice-Pres., Tech.,

Maint. N :
J.C. Hilly, Vice-Pres., Labor Relations Planning

MPI;EAGE— Burlington Northern Railroad Company, Dec. 31, 1987
# MILEAGE BY STATES:

Engin. &

Miles of
. § Passing Miles of Miles of
Miles of Miles of all Crossovers Way Yard
Miles of . Second  Other Main and Switching Switching
Road  Main Track Track Turnouts racks Tracks Total
..... 20,57 1.83; 4(6) 2.12; 1.95;5 3,983 30,584
..... 44 4 - 58 271 854
..... 4 0 0 0 1 S 10
..... 387 2 0 44 31 30 404
..... 638 272 (23 3§ 57 15 763
1,4 8 67 156 1,988
..... 23,476 2,163 48 2,334 2,212 4,460 34,693
1985-87 such_expenditures for, and retirements of, R.S. Howery, Vice-Pres., Springfield Reg.
road and equipment were (in thousands of §): R.S. Ingram, Vice-Pres., Intermodal
1987 4086 1988 RV Lhenre: Chset e O™
: -ay struc. 248210 324,239 545,802 L-V.2 » Chief Med. Off. .
E:ﬁ?pfn;gfdf ay .s. ruc . 27.562 24,690 100,486 N.P. Moros, Vice-Pres., Coal & Taconite Market-
Ongi. cost of equip. ing .
leased ......c0on.n 68,945 14,587 33,041 R.A. Muellner, Vice-Pres., Int’l Sales & Mkt.
344717 363516 679410 R.J. Schrieber, Vice-Pres. & General Counsel
Total y J 3 v o G.D. Schlaeger, Vice-Pres., Forest Prod.
During the period 1918':’1'87' remjemenlts of _t'ran.?- D.W. Scott, Vice-Pres., Marketing
.grx;zauon property totaled approximately $847 mil- 5’ gn_vder, Vice-Pres. — Controller
: B.T. Strom, Vice-Pres., Information Sys. Serv.
MANAGEMENT 8.8, W}ute. Vice-Pres., Food & Consumer Prod.
Officers (Elective) %‘2‘ %gf:ffs" :::,fss:cc
D.(\)V. Gg}(fins. Jr., Pres., Chief Exec. Off. & Chief 7' [eland Asst. Sec.
er. . * " .
E./\\\i Burkse. Senior Vice President — Law & Govt. }:g Sci;fzegl;;t':‘:skszze’%;as
fairs, Sec. . . . a ' g
M.L. McManus, Senior Vice-Pres. — Fin. & Treas. Officers (Appointive, with Limited Authority)
Officers (Appointive) G.E. Howison, Vice-Pres. :
R. Galassi, Exec. Vice-Pres., Oper. D.D. Leland, Vice-Pres., Timber and Land
.E, Greenw%od, Ex\t]rg. V}i)cc-PrIe‘s. Mk}%g.l& Sales ?g }Gluehr. t]/.lce-ll:res-
.B. Dagnon, Senior Vice-Pres., Labor Rel. .C. Green, Vice-Pres.
}ohn T?:rney, Senior Vice-Pres., Materials & Sys- }% ?ﬂght\;_r, Vg’ce-Pres.
tems .H. a, Vice-Pres.
D.J]. Babb, Vice-Pres. & General Counsel J.W. Becker, Asst. Sec.
D.E. Baker, Vice-Pres., Denver Reg. = LE. Kercher, Asst. Sec.
R.R. Carter, Vice-Pres., Agricultural Commodities S.N. Lyman, Asst. Sec.
A.D. Wells, Asst. Sec.

Directors (for a term ending in May 1988)
Gerald Grinstein
Darius W. Gaskins, Jr.
William E. Greenwood

No. of Employees: 1987, average 32,809.

Railroad General Office: 3800 Continental Plaza,
721Mam St., Ft. Worth, TX 76102. Tel.: (612) 298-
461.

Line of rated Total
) Proprietary Operated “nder Trackage Mileage
State: Line Owned Companies  Under Lease Contract Rights Operated
BIBEIBE 2 5 mrormmasiossss § § mnsessinsmivrs o sifiofininind 4 5§ SAaiilo 3 § & AT FRSAREIES 4891 isisew 0 wEsdss 0 sasede 32 491
TRANSAS . L L\ttt et e et /2 208
L o PPN 99 Lwswews enewww ey 1 100
Colo_n;!ado ......................................................... 522 .................. 125 lli
ORIAR im0 & 5 v orenonvimimrensis o = sidxwioieiad = dbdmmibinioreib s & whbbmeih o8 pademasEws 0000 b GLR¥EE 0 FEAREEE amedem iew sosenm

Idaho ... 0 i - 1 369
Iinois. . ..o 1076 eeet e, 109 1,185
KOWH ............................................................ 40  siiees 100 6 66 712
ANEAE 5545 3 5 LaTmnwed s 5 SAFREERT § ¢ LONITTERE 3 5 L AOWETR § § ¢ § PemBeieEe 567  ssives wsssas sssses 41 608
KECOMUERY i 1 & sresienciiomssins s mrfomondon 85 Boodn bbb BACRYEGS 5.6 8 Lopliasm  BEuGwe.  SEEEEE 58 0ked. essoes 13 13
}‘\gm‘gcwu ........................................................ 1,823 ...... 3 ... 299 2,234
BN g1 o) o) 179 civrse wemevs wueses swsee 179
Mi ssour?‘? ................................................... . 1584 susaes mwwasg esiuvs 36 1,620
Montana . .. ... . 221 seses syewes 78 34 2,323
RVEDERSHN & vin 5 2 £risoih st S s, STEFIO § SAAROISE & & RO 3 § 5 v 2325  yesses 0 wEEaEs assaes 2 2,327
AYEWEIVENACD ... . o v mimimsmsoiminss = o smimsatosmrs & monmsasumimnsis = & siansimsoresd o & .4 A 8569 BE  siiiss 0 wemres  ssesmm smmens 83
o " DaKOta . ..ottt it e e 2.;.(5)? ............ 103 55 Z.Sl.;
BRDOMNR vcoirnie § & soiaisosallio § § § VEBIEEws 3 B §WaTeRrees § vawaesmse s o snmorms GO anemew e @ Ewesw 61 86
TEROM. oo s ¢ & Luialoe o B8 § ASINSHET 5 § JERMEEIE S § VORI SE o & & & Rowsse N8  cawses 0 meweme, 00 swuEsé 129 647
SOUth DUk O 1,5 5 5.5 5,6 s e s .5 SETHR G 5.5 Ry EEAteS § § e §.5.4 8 ek 208 ansas 203 461 13 972

STUICEBEC « 060 v s o aovmiomiomios v o mwioiomsiaie oo aadiooisedssesenssssessssshsses 16  iiseas semere  eesses wbn w0 p 1
Texas .., 00 : 95 ... e 1 254 1.260
Vashington™ .. 1 11 LIl lIlIII Il . 2300 ..., 8 L. 213 2.561
fisconsin ... i gog .................. 7 276
e g b G ATHGNE § § ¥ SCERTSTIRE § § 3 SR 45 e s v 13 smeese  weesss aesee 53 966
............... 108 9 117
€ S8 s eewwss 09 73
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" BALANCE SHEETS (Cont'd): @1987 01986 1985 1984 1983 0Iz1982 T1981
RN e SRS 17,877 29,391 . 98,676 51,959 95,965 30,397 93.884
. % Corstruction in progress (18,482 (19,385) (39,662) 20,269 57,098 €r12,230 €r53,560
S e ST SR S 4 SRR T ) § 1 K 274,514 349,505 638,951 619,087 615,089 200,761 273,464
CREDITS FOR PROPERTY RETIRED ) o )
T L R T R R R 85,471 799,078 270,194 152,215 97,416 41,018 35,782
B EQUIPMENt + v e e m e e n e s ie e e e e 77.963 144,632 110,911 89,522 171,642 96,490 90772
' General expendituresi v vensse s s vamumnnns s v s v pnanaEeRs s ¥y sEssss e I T 7 S
& TO1A) & o o sesornie oo simsieinivin s & v sisioimioie 0 8 0 b o VISLEIS WIS 0R 0 0 o b 1o 163,434 943,710 381,105 241,737 269,058 137,510 126,554
NET CHANGE s s svawmeen i s ousieienies ¢ 3 ¥ ¥« walesimis 1o 8 s 111,080 (594,205) © 257,846 377,350 346,031 63,251 146,910
 @See footnote T under Income Account as reported to 1CC, above.
<" =Restated for ratable depreciation of track structure accounting.
H Securities Owned, as of Dec. 31, 1987
""7 Investments & Advances Atfiliated Companies
* Dividends
or Interest
Class - Total ' Amt. credited
No. Issuing Company (G¢ of control): book value to income
A-1 Belt Railway C0. of Chgo. (8.33) ..\ ittt ettt ettt ettt e et et e et e $337,0000  .sees
A1 ‘Burlington Northert DockiCorp. (100 s s ¢ v « samuwiies o 5§ § § » Su@ieeivn ¥ § 8 § SUREENES § § ¢ GOeE s STV S § FESRESE 5 8 5 ¢ FeE 1,000 L.....
A-1 Camas Prairie RR.C0.(50) ....vuunniiiiiitiiiiiieiinine e iineneerinannnns 50,000 ......
Al Davpt. BR. 15 & XW. By G0 B0). < « 55 s s onmumsmonn s 45 5 yomsmotmns s o 8 vasvsessges s 1,748000  L.....
A-1 Denver Union Terml Ry, €0, (33.33) ottt ittt ittt te et in ittt et eensansonsenssansnnenennsn 10,000 0 s
A<l Houston Belt & Terminal Ry Coii(l2.50) . v« v v commmn s s b 6 5 ¢ 5 s wisisisionma o ¢ o o ¢ sntarsnens s « Gemaiess s owvsmes o s swlesss s sssus  seewws  sisewete
A1 Towa Tranfer Ry Co. (25) . i o s s 5 ¢ 65 ssioiiieitunse & & » = b oumd SRS 8 5 5 DRVETERES § § HESEHE § S8 BE P e § B HBDS o fooarsim o 16000 ......
A1 Kiins, City Terml Ry €0 {I686) s wce s < v« vovvnsuon s 5 o yasgmanmins o s o sosimisis s o ssmsose s & Eewisdmss § &aweees § ¢ s 5 100000 s
A+l Heokulk Bhion/ Depot Co: (40055105 26 5 25 samesiasns 5 5 5 5 5 DOabsssions s § § L oeusaes s & o imans § 5 SRBeing & & hGumies 5 § 5 hoss 8§000  ......
A-1 Lake Supr. Term. & TIr. Ry. €o. (66.67) « v vvuvtinetiitiie it iii et enenaaneannnnn 330000 000 sseens
X Tongview SwWitehing Co: (50) summuwns 5 ¢ & ¢ & sol@Eewigd & 3 § 8 waURpREEEE o § 5 Sajeselenee § 5 Do 2000 ...,
A-l M T o Properties, INC(37.77) o ottt ttt ettt ittt ettt e et et ettt e as et ataes et ane e aeaaeaaaaaa 2140000 0 awwes
A+f Paducah-& TLRRICO BT3B waiwimn o 85 55 5 4 oalosesios & 8 § 5§ seiioeio % & § 5 SOEVGEE § § SUOLE S ¥ Saiemes o 4 SREEEEs 4 § § #a8 3000 0 ...,
A-1 Portland Terminal R.R. €0, (40) « oottt ittt ettt ettt it e te et te e e aae s enseaeneesanasnenneennenennen 1,880,000 §3,434,000
R-1 "Terminal RiR, Assni, of St Jiouls CI28Y . v u 5 ¢ 5 vnmenamen » § ¢ & Suuiarevams s § #85BwEees POrssiyy paoseurs s pUaneedBe s ss 8 55vEas  ieseens
A-l Trailer Train o (10.52) . . o cuvecimnscssonomomooosssessssrosmevmes s s s bosodetioss s § oommstm s s paosone s s o e omemmse s 5o 5 oo 4811000 000 Liieee
Al "'Westerni:Friit ExpressiCo. (100 swmei o o v + & & somwiaraiog s s 6 & ¢ 5 nan - 6,900,000  ......
A-1 Wichita Union Terml. Ry. Co. (33.33) .......... T 24000 ......
A-1 Winona Bridge Ry. Co. (100) 116000 ......
TOEVCIBSHACY wms « « svmmesiones § 5+ » SSVBETRES T § § & SHEENEEAT S § 4§ § HISGRENT § ¢ SAETRETE § SARGEEE 85 SRS § § 6398 §16,620,000 §3,434,000
A-3 Burlington Northern R.R. Properties, Inc. (100) 31,431,000 268,000
A3 ‘Clarkland Royalty THC (MO0« o vwemares s v 6 5 5 6 6 srarmmenes § § s & ¥ § Seifieraisies § ¢ § 8 CImIFeses § §aieesies s  shmeiess § FaMEERE S § 3 68 73000 0 ......
TOta] CIEEE Ao o 5 s20m%i 55 5 § 5 44 /GUaVEHS 18 16 & SU@VTeuies 5 s § 5 OeRIDE S ¥ § WaeHER ¥ § Geieel § ¢ § HUEOEen 3 ¥ 5 8 04 §48,124,000 $3,702,000
D-1 Clarkland ROV Ay ImC. oottt et ettt ettt ettt ettt e et e e e e e e e, 117,000 ......
P-1: Terminal Railroad Assn. of St LOWAS: wivraeisis 5 5 5 5 s aipimomiiees ¥ 4 4 & HaEemesy s 5 4 & HeEeess § SEEwRese § vaeeemRs § 5 eV s 1,928,000 225,000
D B O 51 1 i 10 = X $15,000
TOtal IClassD! wisnn s & anmuseais e o & § & SURSEHFTS § § 5 ¥ PORMCOTES § § © Pueanien o ¢ BN o 3 oA § ¢ 5T § E § 84 $2,045,000 §240,000
E~1 Beli Railway Co. 0l CRICAE0 . « vomiorsinmsmns n o # = & smmasessinasan o o § nSodudioiib § § 5 5 SoSmmms § 5 SGS00 3 5§ § bei@imd » 5 8 sctrnmibsabres o o $3,446,000 $158,000
E-1 Burlington Northern Dock Corp 5,671,000  ......
E-1 Camtiad Praitie BB OO, svis « sesimminsn €58 § o Himamomsd 5§ 5 § AAL0esais b i § S500veme s s AEEAWEs § FRaEmnis s SOReHumbe § o n 250,000 15,000
E-1 Davp.Rk.Is. & NW.Ry.Co...... — 2,410000  ......
E-1 Denver Union Terminal Ry. Co. ... 580000  ......
E-1 Houston Belt & Terminal Ry. Co 1,186,000 ......
E<l: Kansas City Texmingl RUIC0: ; s uormnemmmess 55 5 5 oanomuiam s 3 § §ous@uems s § 5 ysasmess § Sseus s s § Su0enes § 5 isessms 6,606,000  ......
E-l Longview SwWitChing €0, . v o ttiiti ittt et ettt ettt et e e e e e et e e e et e e e e e e e e e e 63,000  ......
E-1 Paducah & THN0is RiR. €0u . v v vt et e e et e ettt et ae et e et e e e e e e e e e e e e e ettt e e 1,228,000 57,000
E-1 Portland Terminal Railroad ASSm. . . ..t eee e eeeeeseeeeseeseeeasanenaeeeeaanneeesesenassnssseeseannnnnns 91,000  ......
--E-1. Terminal Railroad Assoc. of St. Louis o 170000 00 e.ses
E-l. Wichita Termill ASSTL . covciom o 5 o ousifsin s 5 o & 5 momifiminiiei e 8 § § 5 AETRRER 5 § T 5 SEEEHEs 5 3 Namws 5§ ¢ & ie@ § SR . 2000 ...,
E-1 Wichita Union Terml. Ry. Co #6000 000 cewwsw
TRV OB Bl vomnns s ssimonmmmind 75 § 8 S SEesamnmd ¥ 5 5 5 VaBESWmE § ¥ 5 5 DyAGIRTY § 2EPEaT § ¥ BUENET € § sOVERaEvE R $§22,728,000 $§230.000
E-3 Burlington Northern R.R. PrOPerties, INC. « . v v vvvvvtetetteeetee ettt e et e e e e e et e e ettt et ettt e e eeeeeaas 606,000  ......
TOtAYCIASS E i vinsie s ¢ o srovssn eaiom % s & 5 o § GoaEEsaasns s & » 6 & sevreuteres & & § WaTIe e« § SSITRETE § 5 SEEEEE E § o FEERE S §23,334,000 $230,000
Total invest. and adwv. in affils €08: . s smmes s s o o sugmoss Gk 5 OGS § Y ¥ § S T8 SRS N § ¥ Favaleieien § § § aeelie $73,503,000 $4,172,000
Investments in Common Stocks of Atfiliated Companies
’ Total Book
-~ Issuing Company Value
Burlington'Northern Dock Corps . « cousssmmvis s 5§ § salsiomaiin s ¢ 5 5 5 5 YEO00e o » § 75 U008 § § ¥ Bmies § 5 5 BRI 3 § § SORmmEas § § RIaWnG ¥ 5 adasiins § 8 haw $(1,000)
Burlington NOrthern RuR. PrOP. INC. « .. v vttt et ettt et e et et e e et e e et e e e e e e e e e et e et e et et e e e et e e e e e e e e e 940.000
Clarkland ROVAILY TNC. v v vt et ottt et e e e e e e et e et e e e e e e e e e e e e e e e e e et e e e e e e e e e e e e e e e 46,000
Davenport, ROCK I8 & N.W. RY.C0: v vvervaceaisimisne = o » soniosmiaismmorais s 8 5 » 5508 81000 5155 = 8 5985015, 5 008 8 ocubim 97018 8 5 8058872 0550 3 2 1. #9180 -9 cE10R 3 0 Fwsasatots 4 o sreiaasers o o eis 87,000
DENVEr UMION TOIM. RY. « ot etettesenene e et ettt et ettt e ettt et et et et e et e et et ettt et e e e et e e e e e e (38,000)
LOWE EAREIEERE.IC0, v onmcemmiorn o » mommonsossmions # & » 5 x » wmssmamasaos 3 n § & i Sooaf 0050 § § 8 § BAGHETOE § S5R055 8 1 B AFFEINIG §.8 3 Gl amive =% mbcamsares » scacamsore » staarmss 19,000
e T T o < Y 32,000
NG eSOt TEARAEE R 0. 50oome « « cmmibobmioes § = § 5 Goiailbabiis § § 5 5 HEEEAEE 5 § § ANGEIEG § 3 5ES0E § L EFREARS 5 § ¢ 8 GO0l 5 « e o 5 soemtste & » oo 985,000
Paducah & I RR.CO... oo (86.000)
P(_)rLland Terminal RR.Co. .......... 64.000
S 2 T ol LY s 1,726,000
Wihona Bridge RYICD: ; s ¢ ¢ 5ommammamies s § 8 § 8 aeiaain 65 & & § SUSreEs § § 1 8 RARGRIe 3 T Suvm § § 5 peiies d ¥ 5 SOEeIU § § BICHIE 5 § e s & 5 A 286,000
ROUNAING I@rence . . . oottt ettt e et e e e e e e e e e e e e e e e e e e e e e e e e e e e e e e 3
Total invest, in COm. SR, Of ZEFIL COS. .+ ..ttt sttt e e e e et e e e e e e e e e e e e e e e e e e $4.063,000
LONG TERM DEBT — Maturities, Descriptions and Ratings
. Chronological Record of Bond Maturities to Dec. 31, 1996
. 1988 1991 1994
Equipment oblig. ................... $70,038,000 Equipment oblig. ................... $34,127,000 Equipment oblig. ................... $18.869.000
unded debt : ; counis g8 samaenss s 6,500,000 Fundeddebt .........coovvninn.. ... 13,006,000 Fundeddebt ....................... 164.200.000
8;}‘?;?.&:_3] ------------------------ 33:% BB BOUE ;i v 5 5 # 5 swie wibns & & 30753 235,000 Capitalized leases .. ................. 7,249,000
Piltalizedleases . .................. W19, itali 3 $190.318.000
. CASES | o.osrnie s 5 b st 13,1 Capialized 1€aSe8 .o s o s vuwrewon s v wou 8.543.000 TO@l oo $190.318.000
ol ... §90,088,000 Total v $55,911,000 1995
i 2 . 1992 Equipmentoblig. ................... $15.715.000
ES;‘Q‘;’;’E’&?““"- s?s;gggg Equipmentoblig. ................... $28,415,000 Funded debt 14,263.000
Other debt . Tttt 220,000 Fundedidebt «.aiioes < & 8 sasioins = = = svms 7,805,000

s O dBbt . oo v ¢ 7 esessiees o ¢ 5 o .240, m
s N - 37508
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JUEBEC CENTRAL RAILWAY OMPANY

(Operated under lease by Canadian Pacific Limited)

History: Incorporated April 5, 1869 by Act of  Annual Meeting: Third Wednesday in April. - OW\’ERSHIP All owned by Canadian Paqf‘
(i:.\ebec T slatugee aSR Sh%rbrooke Eaﬁ‘ 1;3‘”"' General Otfice: Sherbrooke, Que. : 1 54
s an ennebec Ry. Co,; name changed as ; 2R
above in 1875. Road opened in 1881 and various Head Office: Montreal, Quebec H3C 3E4. II"{\I“'\I"I;‘.'.UR}}:‘.I;I:IYPA% ngnagci 4 b
extensions were subsequently built. Bonded Debt: 1. Quebec Central Rallway Co., n.eman B
i . 4% first debenture stock: CALLABLE — On Demand.
: Lease: As of December 31, 1912, the Quebec AUTHORIZED — $15,000 per mile; outstanding, SECURITY — Second and third lien on entiré
SR Central Railway was leased’ to the Canadian £904.837 t 8. property following £904,837 Quebec Central Re
43 Pacific Ltd. for 999 years, at an annual rental OWNERSHIP — Canadian  Pacific Ltd. owns 4% deb. stock (No. 1). Y.
equivalent of 4% on first mortgage debenture PGRPOSE—Issued to redeem 31297, second m; 14
stock and 5% on capital stock. INTEREg PAID —F&A 1, in sterling, at office gage debenture stock and 5% third mo it
g 7o rtgage.
Line of Road: Sherbrooke to Walsh, 129.4 miles; of Trustee. gond, ) :
Vallee Jct. to Lake Frontier, 78.8 miles; Tring Jct. TRUSTEE AND REGISTRAR — English Associ-
to Megantic, 58.3 miles Scotts Jct. to Harlaka 37.5 ation of American Bond & Share Holders, Ltd.,  Capital Stock: 1. QUCNC Central Railway Co
miles; Ne: rt & Richford R.R.— Boundary to London, Eng B stock:
Newport, Vermont, 3.8 miles; Massawippi Valley DENO\HVATIOL\ Transferable in multxples of OUTSTANDING — £1,094,850
Ry.-Lennoxville to Boundary, 32.0 es; Beebc OWNERSHIP — Canadian Pacific Ltd.
Jet. toGRocéc '[I‘Slarl‘d.!lg; mlxlles trackage rights, S CALLABLE At 110 at any time on six months’ about 99 of stock. ¢
3 il ota. es _
;- miles. Gran o"Im (G:U AEAN;%EDL As to: faterest under. lsase by ?F;:Xgh\;‘[;\mﬂo\f Issued in denommauons of
: cers anadian Pacific Ltd
' Jean-Claude Pare, Pres. SECURITY — First lien on the prope 6 Eelrvaln?mﬁzrt)osm?‘?ge&ﬁeffadr under lease, 4%
R.M. McLearn, Vice-Pres. UN]%ERII,IE — £676,000 (83,289,866) ucbec Cen- VOTING RIGHTS = ° o e £
- P. Bernadet, Sec. tral <4/«7 bond, due on demand (No. 2 e vote for every £25 of
% < R K Asst. Sec., Restats &T f " VOTID R —One vote for every £25 of capital stock held.
HE D.R. Keast, Asst. Sec., Registrar & Transfer Agen bonds hel TRANSFER AGENT AND REGISTRAR —DR.-
Mrs. D.J. Kezar, Asst. Sec. STED ~ On London Stock Exchange. Keast, 50 Finsbury Square, London, England,
D.E. Sloan, Treas. . [@Price Range (in £): " EC2A 100. .
J.L. Loewan, Asst. Sec. . 1987 1986 1985 1984 1983 —
R.J. Bell, Mgr. }I-.Iolgh ........... 41;3/200 g; -2"3 gg ) ﬁ :;z égggg M%é’?;dgf Etock Extange:
W o avmwiere o siaisie " 2 ;
Directors ) @London. % o 1987 1986 1985-84
R.M. McLearn D.W. Flicker 2 Quebec Central Railway Co., 4V4 Bond, due A8 aeasaes & 26 100 s
G.W. Armstrong Joseph Pope 5, 90 wesvs
Jean-Claude Pare : AUTHORIZED — £676,000, outstg., £676,000. {ILondon.

ST. LAWRENCE & OTTAWA RAILWAY COMPANY

(Operated under lease by Canadian Pacific Limited)

History: Originally incorporated Aug. 10, 1850, X Directors OTHER PROVISIONS The bonds ongma.lly
as the By-Town and Prescott Ry. Co. Name G.A. chgel P.R. Gingras . were 6s, but under the lease the rate was reduced
changed to Ottawa and Prescott Ry. Co. on May R.Bernard J.H. Blotsky ) to 4%; bonds so endorsed at the same time bond-
30, 1855. Re-incorporated on Dec. 21, 1867 as the B.F.Dixon holders a%ged not to force payment of the prindi-
St. Lawrence and Ottawa Ry. Co. and granted a  Office: Montreal, Quebec H3C 3E4. pal of the bonds during the term of the lease. o
Dominion charter. Road opened May 10, 1854. Bonded Debt: 1. St. Lawrence & Ottawa Rall- SECURITY — A first lien on the entire P\‘OPCRY
Sold under foreclosure in 1866 and present com- Co. first 4s; due 1910: of the company :
pany organized. Chaudiere Branch built in 1871. ot TSTANDING — £200,000 (of which £39,600 LISTED—On London Stock Exchange.

Lease: Road leased to the Canadian Pacific Ltd. held in sinking fund) ‘(Canadian Pacific owns CFrice Range: 1985 1984 1983 1982 1981 ;
for 999 f D 15, 1881 at tal of 49 aboug 26‘7) Bigh coninvin s saws £30 £31  £30 £33Y2 £291
O ond s trom bec. 13 a rental ot 7% DATED — June 15, 1876 LOW wevreennnns 28 28 26 23 26 .
on.Bones g 5 y I;[ATU aa) —June 15, 1910. See under Other [Iondon. S

Line of Road: Prescott to Solim, Ottawa terminal rovisions, be :
lirnit, 45.5 miles. INTEREST PAID J&D 15, at Canadian Pacific Capital Stock: 1. St. Lawrence & Ottawa Rall-_

ffice, L d ) - way Co. preference stock; no par: :
office, London, Eng. Principal and interest payable AUTHORIZED ~ $3.500,000: utstanding, Dec. 31,

Officers in sterling o
B.F. Dixon, Pres. GUARANTE%D As to interest by Canadian 1987, $789,909 (of which $762,197 owned by Cana-
TH Blotsky. Vice-Pres Pacific Ltd., by endorsement. dian Pacific Ltd.); no par. :
gt ol . REGISTRAR — W.E. Ree\e 50 Finsbury Square, OTHER PROVISIONS — There are no callable or
P. Bernadet, Sec. London, England EC2A sinking fund provisions. o
i ) Mrs. D.J. Kezar, Asst. Sec. DENOMINATION — Coupon, £50 and £100. DIVIDENDS — No dividends paid. 3
i D.R. Keast, Registrar CALLABLE — Not callable. REGISTRAR — W.E. Reeve. 3
4 SASKATCHEWAN & WESTERN RAILWAY COMPANY
= S (Operated under lease by Cunadlan Pacific Limited) s
& ; History: Incorporated in the Province of \Iam- Directors Capltai Stock: 1. Saskatchewa.n >& Weste'mv
« toba OQ(Apm 19, 1886. Granted a Dominion Char- G.A. Feigel P.R. Gingras Railway Co. preferred; par $100: =%
} ter on May 23, 1901. R. Bernard R.Besner e @ e i
Lease: Road constructed in 1889 and leased to B.F.Dixon SAH)O’I:HORIZED TIS shares; issued, notiey (M
the Maritoba and North Westem Ry. Co., of

Annual Meeting: Second Tues;day in Sept.
Canada, which road in turn is leased to the Cana-
dian Pacific Ltd. Rental has been equal to depreci- Office: Montreal, Que. H3C 3E4.

3 katch. m-

3, ation charged for year by lessor in its accounts. w5°gg°ﬁ,,?°g‘3,',i, gaskatchewan & Western Rail mg_n.s;:r ;:SO?WM & Western Rallway Co. co’

o . 8: .

d B.F. Dixon, Pres. Officers ’ AUTHORIZED — $310, 000 outstanding, Dec. 31, AUT}!ORIZED 10,000 shares; outstanding, 2.325;4
P.R. Gingras, Vice-Pres. 1987, §95,240. shares; par $100. B
P. Bernadet, Sec. OWNERSHIP — All owned by Canadian Pacmc OWNERSHIP — All owned by Canadian Padific
Mrs. D.J. Kezar, Asst. Sec. o - Ltd. Limited

SO0 LINE CORPORATION

(Controlled by Canadian Pacific Limited)

HISTORY Division (LSTD) and related assets. This sale BUSINESS
Incorporated in Minnesota in 1984. included approximately 2,000 miles of track and dﬁ
Under a Plan of Exchange ap(froved by share- trackage rights, adjacent yard and terminal facili- frgg}:lpgi,go;ah&:mircv?:p:hnr{)u‘;}l:m?up:vol’:gu
holders of the Soo Line Railroad Co. on Dec. 12, ties, substantially all associated buildings, adjoin- oo perie o

1984, each share of Soo Line Railroad’s common jng property not used for rail i pecifi
stock issued and outslanding on Dec. 31, 1984 was mgi:Lenpanc)e’ machis:ery, l;er;;cl::ezzol‘:n:}\:l invefg Soo Line Railroad Co. operates 2,700 mllcs of

exchanged for one share of the Company's com- tory previously utilized on LSTD. In addition, the mainline and 3,100 miles of branch line track in 12 é‘

e mon stock. tates. The Railroad operates from the Canadian i
¢ its Co. sold 26 locqmotives and 2,120 freight cars to 3 oad ope from the 2
3 w}%?]yiefmet‘jo M}gglsd,ar}h; %i?pigfv'vat:i:g:g]h{o;% Buyer. Buyer also subleased 624 freight cars that border through significant grain growing areas If

Inc., acquired the transportation operations and continue to be under long-term lease by Soo Line. North Dakota, Minnesota and Iowa, as well 23
related assets of the Chicago, Milwaukee, St. Paul The sale excluded all cash, accounts receivable, through industrial areas of Minnesota and Wiscon-
and Pacific Railroad Company. The, urchase price prepaid expenses and liabilities attributable to sin, to interchange points at Chicago, Kansas CIIY-
of the acquired assets was $658 million, of which LSTD properties. Total cash proceeds from the Missouriand Louisville. i
$186 million was paid in cash and the remainder sale of $133 million were primarily used to reduce The Milwaukee Motor Transportation Co. and &
represents obligations assumed and other acquisi- long-term debt. its Hiawatha Transportation division prowde %

tion costs. Effective Jan. 1, 1986, The Milwaukee
Road was merged into and with Soo Line Railroad truck cartage, intermodal terminal services an

Co. CONTROL over-the-road contract service. Tri-State Land Co-
On Oct. 11, 1987 the Co. sold to Wisconsin Cen- Approximately 56%, of the common stock of the and its affiliate own and manage real estate for Lh‘
tral Ltd. (Buyer) its Lake States Transportation Company is owned by Canadian Pacific Limited. Corporation and Railroad.

i
%
5
3z
4
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OPERﬂ *" NAGEMENT B.E. Jac G.W. Mead 11
At Dec. 31, 1987, Soo Line Railroad owned 4,202 Officers RK. Ga_ W.G. Phillips
iles of mamhne and branchline track and owned "i Ca\ anaugh, Chmn., Chief Exec. Off. & Presi- W.W. Stincon

g} Jeased 435 locomotive units and 13,393 freight
locomotive and freight car shops are
‘ff,{?rm Minnea lxs and St. Paul, Minn. Princi-
rards are in Paul and Thief River Falls,
$finn; Schiller Park and Bensenville, Ill.; Superior
and "\hl“aukee. Wis.; Davenport, Iowa; ‘and Kan-

WC():f Serkland Senior Vice-Pres. & Chief Legal

J.A. Lee, Senior Vice-Pres. & Chief Fin. Off.
J.C. Miller, Contr. & Chief Acctg. Off.
F.B. Albers. Corp. Sec.

Auditors: Deloitte Haskins & Sells.

Counsel: Skadden, Arps, Slate, Meagher &
Flom.

Annual Meeting: In Apr.
No. of Stockholders: Jan. 31, 1988, 3,297.

J.A. Mogen, Treas.
No. of Employees: 1987 average, 5,633.
SUBSIDIARIES iR Exective Offl Soo Line Buildi
: D.F. Swanson W.R. Wallin xective ce: 800 ine Building, 105

+ The '°"fz’§‘,i?§a§"c“h°lb owned. D.M. Cavanaugh R.Sxallison South Fifth Street, Minneapolis, MN 55402. Tel:

T'hl;":\;llv\ -aukee Motor Transportation Co. F.S. Burbidge R.G, Cleary (612)347-8000,

Tri-State Land Co. R.T. Crowder G.H. Dixon Malling Address: Box 530, Minneapolis, MN
Shoreha-m Equitable Insurance LTD. R.C. Gilmore F.T. Heffelfinger 11 55440.

o INCOME ACCOUNTS
4 CONSOLIDATED INCOME ACCOUNT, YEARS ENDED DEC. 31.
(in thousands of dollars)

5 1987 1986 01985 1984 1983

i Qperating revenues:

Transportation 599,583 613,131 606,695 315,524 293,230

Real estate ...... . . 13,541 18,692 10,875 - 9,066 6,316

%" Total operating revenues 613,124 631,823 617,570 324,590 299,546
Operating expenses: ) - =
ansportation:

Tr\\ a;"i SLTUCEUTES -+« e e e eee e e e e e e e e et e e e eeanns e . 109,408 125,686 124,691 61,628 58,957

D e 1231 1 L S LR TR 142,727 148,982 146,601 72,658 66,438
Transportation operauons ..................................................... . 254,730 256,392 263,921 127,512 118,005
Generhl & AAmITIStIAtIVE . o - <o v s oenneessnsessonasnsosesssnnsesssssssnessssssssss 61,741 68,228 69,945 30,503 29,115
SPECial ChATEES . cioevennivnocnoonnanotsssennonossosssnsasesansonssssonsssnessssne 24,016 B200F 3 ceenis 0 asewes  seeses

Total transPOrtRtON « o ¢ oo vvvveeneonesronaseosessaossssesaasacessssesssocnssss 592,622 681,291 605,158 292,301 272,515
: REAIEBIALE civinnsavvvenssvusmasenessssaeaenessassennsesessiaossssessnnnessseess 1,024 1,784 2,867 2,981 2,640
Total operating LXDENSES suu o & wrewinnies o v Gracenaiosn o aatsieriasssn & Koiawssies o ¥ HERIHOTOSINE S & & 593,646 683,075 608,025 295,282 275,155

. Operating income: .

i 6,961 (68,160) 1,537 23,223 20,715

12,517 16,908 8,008 6,085 3,676

! Total OPETALINB INCOTBR: 1ive o ¢ soisimsnioing o pivmsmmss o siosibiboid o § BEEFaOR & bASDOT 0B S o 68 19,478 (51,252) 9,545 29,308 24,391

BT THLErestinCOMIE oo vonaimnion s suimisiammiainn o sumraiainmarne smweiioin s o sisiomaine s o e . 1,988 739 3,047 8,589 6,988
L Oher INCOME — DEL . . v e v v s ese e es e e nees e en e eeeea e e s e e en e eneanenaanennannaennenns 2,706 6,804 1,722 565 477

Interest EXPeIBC .« o visc i s s s ossawiie s s soiasiuEE 8 asaisiise 8 8 SEGOBE § SeEEARE 8 EawE 39,876 40,806 37,905 9,060 9,997

<" Income (l0s8) before INCOMEMAXES . c.vcce s s s snuninns = suveiiaiss s smmaaiensssvmnnessss (15,704) (84,515) (23,591) 29,402 21,859

Provision (benefit) for income taxes: X

! 1,700 (600) (1,500) (1,500) (2,700)

(8,900) (40,600) (13,400) ,900 ,900

Total provision (benefit) forinComie tA%Xe8 . < i « sswwsias s casmimss ¢ sawaaes s s 5 seEToaEE 4 (7,200) (41,200) (14,900) 11,400 8,200

Nt INCOMB (OBR) ovvas s suwnanons s ¥ aeasisv’s s Faaems 3 FUaVETIE § § WEOSESHE § 5508 (8,504) (43,315) (8,691) 18,002 13,659
Netincome (1088) PEr ShATE. ..« . cucnevvcescsonesivonssssosnsnssonisosssssansssssisess $(0.90) $(4.56) $(1.14) $2.37 $1.80
Average shares OUESLANAING oo, & sisviiinss § 5 8 SABOERH § 8 HETERRA § § SUEERA 1§ SETIEREGR A § VS 9,490,702 9,490,702 7,617,589 7,592,884 7,595,455

. Retained income — beginning of year............. S S g 104,829 150,991 169,357 160,465 160,478
\ct INCOME (IO8S) . s caivinins ¢ s sowinsmmme & savncomss v vamsases s 6ooneses s seeecaeiss s s sese (8,504) (43,315) (8,691) 18,002 13,659
............ . 96,325 107,676 160,666 178,467 174,137

Cash dmdend declared ..... . o teseeere 2,847 9,675 9,110 13,672
Retained income — end Of Year. ...t iuiiiiiineiiineiiineernneneonnssannnennannn 96,325 104,829 150,991 169,357 160,465

@Includes Milwaukee Road Inc. since Feb 19, 1985.
Consolidated Statements of Changes in Financial Position, years ended Dec. 31 (in $000):

+ Oper 1987 1986 1985
#:. Net income (1055) ................................................................................. (8,504) (43,315) (8,691)

Charges (credits) to income not currently affecting cash ‘from operations:

. Depredation 40,552 42,749 40,779
Def. inc. taxes ... (8,900) (40,600) (13,400)
Special charges 24,016 2003 2 saew

* Gain on ofﬁce DOHANE SAI ' & o sv00imm0 5 ¢ svmmmmens ¢ vasemisn o o Swenmme ¥ Bemereress s s o Fe e Ao 5 HCHRPIEE FeHe e (742) {(10082) ceeens

Dol Intereat exp). a4 t0 IE 3. BB 0 s & 5 seconns s vewsvame s VOREEES s § SUADEORERS § WeEoeS ¥ PEESEENE§SEwe 6,918 ,929 4,567
Amomz_ ofidiscount On Reer: NI .owis 5 s pamaioiies & ERRENG 3 L NGUSEES § DOEREEONES § S HTHE0ES § FERNEEE § SeEs 5,460 4,122 7,597
Oa;nty in undistrl, eams. of affil. c.c.oions s sasininis sesnomns s g annsand RETENITNAB 8 SEITHORE 1 HSATm0s o aimms (3,137) (857) (1,305)

; €T NON CASH ITEIMS-NEL . .0ttt ute it eeesntseaaeuneeasoonuuoeeneneneeeasannssseeesseesesassssneanns (2,972) (2,049) (1,068)

....................................................................................... 52,691 37,940 28,479

Certain working capna] changes impacting cash from (for) operations:

o AACCOUNTS TBCRIV. .\ ittt et e e e e et te s e e ae s ae s emaase s s s aasasenasennassesesssssnansnennssennnnnnns 22,439 (31,155) 14,501
D P YIS 4,166 Y ,848
L ACES. S wagel PRVRBIE.. . o i s oumommnn ¢ e eeRy SEERIE ¢ ERST § ST § ¢ NSRS 8 SRR S SR (15,902) 4,738 (11,860)

B T YTy T (2,281) (213) (776)
Ace, taxen, et of relunAabile 00 BAXEE o5 » 5 5 sceswing = auoesvoh & s EUSENT 8 5 NAESBIGAT & 5 S WIH § § HeReR § GAI00 901 (2,836)

PP  oainn i 7 5 § PR AR & BRI RE § GEEEES I BT § DERRERS § § I e O EREIEE & SEESTRA § AT & (8,734) (8, 544) (2,384)
........................................................................................ 589 (23,550) 3,493

Paymem ob wecr. enipl TEAUCHION COBLS < 5 7 soteisislin § § setoisiin & 5 SHUISTRH & L HONGOHEIE & § e § SelEssm § § E5ee (37,476) (67,374) (16,449)
E 2ot cash NowTrorn ODEIS: s smussas b 5 5 S EEeaEe s SERseaEE » 5 salEss B GEY § § FEHIREY § GRaNeVs CSEEe 15,804 (52,984) 15,523
vestments:

Cau of Milwaukee Road assets:
% i» Workin . deficit, excl. curr. debt maturities & cash & short-terminvest. ......coviirunrunennnnnnnnnnnnnnne  aeueeen 1,370 33,902
es & other 0 o TR T 923 (515,552)
Lg.-tm. debt & other lg.-tm. liabi. assumed incl. curr. debt MAturities .. .. o.everserenrananasenananennnnnenonee  ouunn v 3,499 304,138
Net cash (payment) refund for Milwaukee ROad @ssels .......cvivinrnnunnnrinennnnneneensnnnsnnnanene  eenaes 5,792 (177,512)
pital ERDRRD, ¢ v 44 » 5 § SRR BFIAS o SigTaxTTA T e SRRSO, SRR ¥, SHOTIREST 8 SO 27 OIS (26, 538) (23,939) (21,530)

Invest. in and advances to affili. cos. . . ............. (3,498) (1,204)

Proceeds from LSTD sale (1987). omce bldg. sale (1986) 132, 9/7 21,000 ......
vage from other pty. retired ............cc00eunnnn 7.49 5,904 2,013

F Net cashiflow trom (HorYARVEsSE: wu s ¢ s s sswsmin 5.3 smsinig s » 5o s s GoEavEees s § goumnes § § easng s s 114,548 5.259 198,233
inancing:

Trow. under revolv. cr. commit. & commercial paper 65,599 40,000 125,000

SSUEDCE Of fongsterm NOLEN, s susvims o« ¥ ¢ v s, § Pewsems § BEeeews & § SUeiNes s + ¢ GRS S § e § venmees.  Esedee 0 §4 e 125,000

EEReWw bl ISBUBE . . ;. iuioieone s ECEERAIE & 5§ VRAEEEE | 3 GuEERE S §USOOEEET § § Y SR ¢ saEeee S SR d 1,481 2,389 2,220

SRIRNCE Of COMMONBIOCK. + 500, cvuibnins § 4eiishimiss & 5 Aachls § LARFRERS § FTRata®d 5 § SAACREAH § AAETes § 6P nes  fememd . memese 49,488
¢Pay. under revolv. cr. commit. & COMMErCial PAPET ...\ vttt ettt et tie et e ie s esieseenneeesnnnaeanns (3390000 @ ceeess (57,000)
XUnéulshmem OF THOVIEEEE DONAS «oi « o o o vrvuimiies s s sovmsio s o & Bospmeion = 5 niavnweses s s §emeaes s s EBRYeEY s a5 (BIAM) & sussvs 00 wewess

Ol.h ovemment GEDE VEORM o005 5 + Cammmaoms 5 § FUESIEHE & § CEETTES § PREEHOEPS § § € ERRSRENE § CREATES seeeEes.  REgEEe | whEiEd (85,120)
BT DL DEVINIERIS | 5 ¢ «.0150.0m00iio s 1 o BEbESTRDSS 5 3. 500inioie ¥ 7 § HERTRG 5 ¥ FOIBEERE T 5§ 7 SHATHA 4 EERHRS 5 G Tadd (20,250) (21.814) (22,094)
dmden L o (5,694) (9,104)
....................................................................... (4.894) 2,026 (539)

1 Net cash flow from (for) financing 128,488 16,907 127.851

 2NCr. (decr.) in cash and ShOT-LErM INVESL. .« .o vttt ettt ettt ettt e 1,864 (30 818) (54,859)
and short-term invest. beg. Of YEar . ...ttt ittt ettt ettt 1,339 2,157 87,016
; c“h and short-term invest. end Of YEAT .. ... ut vt ittt e et e et et et e e e e S 3.203 1,339 32,187




236 MOODY’S TRANSPORTATION MANUAL

BALANCE SHEETS

CONSOLIDATED BALANCE SHEET, AS OF DEC. 31.
(In thousands of dollars)

Assets: 1987 1986 1985
Cash & short-term investment ......... e N —— i X3 e T r—— 3,203 1,339 32,187
ACCOUNLS TECEIVABIE oo s o ¢ v urvwvnmnie o s wommaionniens » o wieimissrss s o ¥ Gates e es e . I - 121,491 144,122 112,967
Materials and SUDDHES = s ¢ 5 summnnss ¢ 5 ovmmemuiey §'s SOREwEEe 8§ § 9EFawE s FoMGFHGEEE 8 RE0UeE § §esEEEE s §veies 29,299 36,073 46,753

ST CUFTENC RASEIS o s ¢ 7 o awueans § & b (ERREERI S § & MeNER@Y 3 § § HGSe § sesi . PE@EN § 5 ROHIEES § NP 15,916 17,146 10,596
Tolal CUrrant RBBOS . ... uouwsns v s cuamaroniis s s suisssisine ¥ & s wpateies s ¥ éaise e & SR ¥ 8§ e wie's ¥ Waie 169,909 198,680 202,473
Investment & advance alflALE « ;imonminn s v s o ouemnes § 5 SRS § 5 § SEVEIEE 3 LACREIIEE FRUEENE 8 ¢ ST B 14,241 12,791 8,436
Special funds ....iioiiiii ittt ettt et e e et se sttt settsstetaontensanonntans Y 6,503 1,609 3,635
Properties. .. vocoun0 B~ a4 iR SR SR ¥ 8 € 8IS N SO e e e 974,236 1,219,369 1,250,929
Accumuldted depreciation S amortZatiOn .« » ¢ wameicemes o ¥ v e § o ¥ BREREE S © seREATEN § QTS 8 8 e we e § o 251,806 343,825 34,281
Net properties ..... 722,430 875,544 916,648
Other assets & def. chgs. . 8,855 10,039 7,013
1022 921,938 1,098,663 1,138,205

Liabilities:

Accounts pagable .................................................................................... 141,358 154,829 150,077
Wages payable ... . . E . ’ . 9,603 11,113 10,384
Interest accrued ... s . 2,936 5,217 5,430
DiAdendt declBred . o vvniei « ¢ ¢ e ¥ § ¥ URMYERRET § EWEHEBARE ¥ § 4 ¥ SESOEUE S § URNERNES WRETEOFE ¥ IUELEIR § GO wewess B EEEse 2,847
Taxes 30CIRed . . civnasiis s sidnmonsa i bEsTamaonE s 11,494 10,593 9,649
Accrued acquisition related employee costs 43,373 46,743 58,586
Orher current HabIIHEs: . v coive susmupng « o s v e aawsse § 5 Gaoisamess § eoansien sespioegs s €aieelsee yeese 3,014 9,892 15,486
Carrent Iong-torm AEBE vy v susomoies 5 Vs semasEINE € Ve S TAYS § 8§ ERVRTSE ¥ S EHERIE § ERGERHNTS § EReee SR 18,261 20,705 22,471

Total currant HablIMes oo cvvewiiy s v vanmemasu s s onEameenes @ 5 severEees eses v ¥ EESeEes § & waseeeed see 230,039 259,092 74,930
LoBg-term debt . :uvvoiuivinsssowioiuinnin e sabioanaass s Sensasoeia s s o oeianens s odanes s oo s e svseaeesesvess 291,382 406,671 378,776
Def] INCOME LRXES . + iiv.coneiv s § 8 EiisitBiniod § § S0 ARTNE § § o8 ABHRPA | 1 55 CERREHE S 5 AR R AR 0708 § 5 ESRTIS 3 7500000 82,455 90,465 127,465
Other liabilities and deferred Credit .. ... ovu ittt ittt ittt eiessenseeenaeerononessnesenasenseans 64,850 80,719 49,156
COMIMON SLOCK & & oo csvnssnnonminasseresmesssns assassnssssssonassssspepesenssesussssssesessssssses 156,887 156,887 156,837
REtAiNed INCOMBL «o o vnians & & bmsmeses & FEsEetiues e s COmRyes ¥ b SRARUEs § SHUEREF §enenes § SUnsPemes & aeses 96,325 104,829 150,991

BT 3 T L0 -3 1 253,212 261,716 307,878

TORAL (oo o maimuormistins 8 & ESHFASIRES § RGATHDERSR § 2 FERRE 3 § ARG SRS & BERTReE & GERFReE § B 921,938 1,098,663 1,138,205
Nt CUMTENt @SS L . ... ..t ititttteetaessenenensnenaassnsenensasasesneasssasesnssasnsnsssaensnnens d60,130 d60,412 di2,457

Auditor’s Report

The following is an excerpt from the Report of
the Independent Auditors, Deloitte Haskins & Sells
as it appeared in the 1987 Annual Report. A

“In our opinion, such consolidated financial
statements present fairly the financial position of
the companies at Dec. 31, 1987 and 1986, and the
results of their operations and the changes in their
financial position for each of the three years in the
period ended Dec. 31, 1987 in conformity with gen-
erally accepted accounting principles consistently
applied during the period except for the changes,
with which we concur, made as of July 1, 1986 in
the method of accounting for the capitalization of
ballast installations and made in 1987 in the
method of accounting for pensions as described in
Notes 1 and 10 to the Consolidated Financial
Statements.”

LONG-TERM DEBT
1. Soo Line Corp. 10%4% notes, due 1995:

Rating — Baa3
AUTH. — $125,000,000; outstg., Dec. 31,
§125,000,000.
DATED — Dec. 15, 1985 DUE — Dec. 15, 1995.
IN\"FEREST——J&D 15 to holders registered M31
v 30.

TRUSTEE — First Bank (N.A.) |
DENOMINATION — Fully registered
any multiple thereof. Transferable and
ble without service charge. X .
CALLABLE — As a whole or in part from time to
time, at the option of the Company, on and after
Dec. 15, 1992 at 100 plus accrued interest.

SINKING FUND — None. - i
SECURITY — Not secured. The Corporation will
not permit any Subsidia to issue, assume or
guarantee any notes, bonds, debentures or other
similar evidences in indebtedness for money bor-
rowed secured by a mortgage, lien, security inter-
est, pledge or other encumbrance upon any prop-
erty or asset of the Corporation or such
subsidiary, whether now or hereafter acquired,
without effectively providing that the Notes shall
be secured equally and ratably with such Debt, so
long as it shall be so secured, except that this
restriction will not apply to (a) Mortgages affect-
ing property of a corporation existing at the time
it becomes a Subsidiary or at the time ‘it is
acquired by the Corporation or a Subsidiary; (b)
Mortgages existing at the time of acquisition of the
property affected thereby or incurred to secure
payment of all or part of the purchase price of
such property or to secure Debt incurred prior to,
at the time of or within 180 days of acquisition to
finance all or gan of the purchase price of such
property; (c) Mortgages to finance construction,
placed in effect prior to, at the time of or within
180 days after completion of construction of new
facilities; (d) Mortgages which secure only debt
owing by a Subsidiary to the Corporation or a
whole-owned Subsidiary; (e) pledges or deposits
to secure obligations under workmen's compensa-
tion laws or similar legislation, mechanic’s or other
like liens arising in the ordinary course of busi-
ness, or statutory landlord’s liens; (f) Mortgages
existing on the date of the Indenture; and (g) any
extension, renewal or replacement of any Morlgafe
referred to in the foregoing clauses (a) through (f),
provided the principal amount so secured is not
increased. Mortgages required by any contract or
statute in order to permit the Corporation or a

1987,

$1,000 and
exchangea-

ties on property of the Corporation or a Subsidi-

ary to secure any indebtedness incurred for the
purpose of financing all or any part of the
purchase price or the cost of constructing,
expanding or improving the property subject
thereto or needed to permit the attachment or
removal of any equipment designed primarily for
the purpose of air or water pollution control, shall
not be deemed to create Debt secured by a Mort-
gage.

Notwithstanding the above, the Corporation and
one or more Subsidiaries may, without securing
the Notes, issue, assume or guarantee Debt
secured by a Mortgage which would otherwise be
subject to the foregoing restrictions, provided that,
after vag effect thereto, the aggregate amount of
such Debt secured by Mortgages then outstanding
does not exceed 109, of Consolidated Net Tangible
Assets (as defined in the Indenture).

DIVIDEND RESTRICTIONS — The Corporation
may not declare or pay any dividend or make any
distribution in respect of any class of its capital
stock, and the Corporation and its Subsidiaries will
not purchase, redeem or otherwise acquire or retire
for value any capital stock of the Corporation, if
(a) at the time of such action an Event of Default
under the Indenture has occurred and is continu-
ing, or (b) if immediately after giving effect to
such action the aggregate amount expended for all
such purposes subsequent to September 30, 1985
would exceed the sum of: (i) the Consolidated Net
Income of the Corporation and its Subsidiaries
accrued subsequent to September 30, 1985, (ii) the
aggregate net proceeds received by the Corpora-
tion from the issue or sale of its capital stock or
warrants to purchase its capital st subsequent
to September 30, 1985, other than to a Subsidiary
or in connection with the conversion of any Debt
or capital stock, (iii) the aggregate net proceeds
received by the Corporation from the issue or sale
g.)ther than to a Subsidiary) of any Debt of the
orporation since September 30, 1985 which there-
after has been converted into capital stock of the
Corporation, and (iv) $50 million.
INDENTURE MODIFICATION — Indenture
may be modified, except as provided with consent
of the holders of not less than 66%3% in principal
amount of outstanding notes.
RIGHTS ON DEFAULT — Trustee, or 25% of
notes outstg., may declare principal due and paya-
ble (30 day’s grace for payment of interest.)
LISTED — On New York Stock Exchange.
PURPOSE — The proceeds of the Notes will be
used primarily to repay certain indebtedness to the
United States government assumed by the Corpo-
ration in connection with the Milwaukee Road
Acquisition and subsequently restructured. The
remainder of such proceeds and the proceeds from
the sale of the Common Stock will be used to
defray certain employee protection costs incurred
by the Corporation in connection with the Milwau-
kee Road Acquisition and for general working cap-
ital purposes. . ;
OFFERED — (8125,000,000) at 100 plus accrued
interest (proceeds to'€Co., 99.30) on Dec. 17, 1985
thru Shearson Lehman Brothers Inc.
PRICE RANGE — 1987, 110-110.

2. Other Long-term Debt: Outstg., Dec. 31, 1987,
$184,643,000 consisting of:

(1) $58,408,000 Soo Line Corp. U.S. Govern-
ment note C, 139, due Feb. 20, 1991 through 200S.

(2) $34,821,000 Soo Line Corp. revolving credit

_ Portions of the Lake States Transportation Divi
sion property sold were f;::ledged as security under .
the Co.'s mortgages. Defeasance, satisfaction, and
release of all mortgages were obtained on Oct. 11,
1987 as a result of arrangements which were made
to call all of the outstanding bonds under the :
mortgages for redemption on Sept. 1, 1988. US.
Government securities, sufficient (without reinvest-
ment) to pay interest, principal and premium pay- - %
ments to and including the redemption date have
been irrevocably deposited with the respective -
mortgage trustees as trust funds. :
. US. Government Note C reflects certain obliga-
tions assumed and subsequently restructured in
connection with the Milwaukee Road Acquisition.
Interest payments on Note C are deferred until
1991 and such deferrals are recorded as an increase %%
in long-term debt as accrued. BT ¢
The seven year $150,000,000 Revolving Credit
Commitment (Commitment) was entered into April
2, 1985, and has been modified by subsequent
amendments. Interest rates for 1987 and 1986 were -
at market rates based on prime or certain short-
term investment yields. Average interest rates dur-
ing 1987 and 1986 were 8.39, and 7.9, respec-
tively, and the rate at Dec. 31, 1987 was 8.9%. The -
maximum amount outstanding was $149,000,000 °
and the average borrowing was $89,200,000 during
1987. During 1986 the maximum amount outstand-
ing was $108,000,000 and the average borrowing
was $86,500,000. i
During 1987 as a result of the LSTD sale an
also during 1986, the Co. failed to meet certain
financial ratio covenants required by the Commit-
ment, but obtained waivers from the lending insti-
tutions. Subsequently the agreement was amended
and as of Dec. 31, 1987 includes minimum net :
worth, interest coverage, and debt/equity ratios R
with which, in the opinion of management of the v
Co., compliance is probable in the foreseeable k:r}‘, §
future. For the twelve months ending Dec. 31 1
1987, the Co.'s interest coverage exceeded the
required minimum by $13,600,000. Managements
current 1988 business plans indicate an adequate
margin of compliance when considering manage: :
ment has flexibility in controlling timing aspects of
certain expenditures includable in the coverage .
formula. Accordingly, the outstanding borrowings
under the Commitment continue to be classified 2s %
long-term. Lok e
Dividend payments are restricted until net =
income has been generated in the two preceeding =3
quarters and interest coverage exceeds the esﬂb; R
lished minimum. ) R
Begining in 1987, the Commitment permits the e
issuance of up to $25,000,000 of commercial paper .
supported by a letter of credit. Early in 1988 ki
was increased to $50,000,000. Since the short-term i
maturities of the commercial paper are backed
the Commitment and are considered as borro
for purposes of the Commitment covenants,
maturities are classified as long-term debt
financial reporting purposes. R
The maximum permitted balance under the
Commitment was $105,000,000 at Dec. 31, 1987 an'
will decrease by $6,250,000 per quarter Lhereaflﬂ" 1
Sales of assets with net book values in excess O i3
$5,000,000 will trigger additional reductions.
At Dec. 31, 1987 approximately $109,000,
the $722,000,000 of net properties were pleds

Subsidiary to perform any contract or subcontract commitment and commercial paper borrowings. s.ecumf' on equipment and capital lease obligd
made by it with or at the request of the United tions. In addition, certain property acquired in £33

States or any State, or any department, agency,
instrumentality or_ political subdivision of any of
the foregoing and Mortgages in favor of such enti-

9&;) $40,484,000 capital lease obligations, 89, to
19%, due through 1999.

. (4) 850,930,000 eguipment and other obliga-
tions, 4.5% to 14.5%,, due through 1996.

Milwaukee Road acquisition 1s subject to f“'.nf;
tions under tax benefit transfer leases entered “{'J"
prior to the acquisition. 7o
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CAPITAL STOCK
*1i"g00 Line Corp. common; par $1:

SON — 10,400,000 shs.: outstg., Dec. 31, 1987,
k .'*;},"o’gl:-{oz shs.; reserved for opgons, 300,000 shs.;

r$t.
** ¢ common stock.

o}

Canadian Pacific Ltd. owns approximately 56%
of

%! yOTING RIGHTS — Has one vote per share with
b= right of cumulative voting for directors.

b pREEMPTIVE RIGHTS — None.

b; pIVIDENDS PAID —

. HISTORY X
L.; Corporate in Minnesota Oct. 19, 1949 as Duluth,
South Shore & Atlantic Railroad Co. and acquired
as of Nov. 1, 1949 entire properties and assets of
Duluth, South Shore & Atlantic Ry. Co. and Min-
eral Range R.R. Co. pursuant to reorganization
i plan for those companies, consummated in 1949.
gor history of predecessors, see description of indi-
vidual companies in Moody's 1949 Railroad Man-

<~ ual.
**+ On Jan. 1, 1961 adopted present name and
k" ‘merged Minneapolis, St. Paul & Sault Ste. Marie
* Railroad Co. and Wisconsin Central Railroad Co.
7 See Moody’s 1961 Transportation Manual for
description and accounts of predecessor companies.
¢ Acquisition of Midland Continental R.R. Co. by
" Co. and Northern Pacific Ry. Co., as authorized
by ICC Sept. 30, 1966 provides for the Soo to
acquire the 9,000 outstg. Midland Continental shs.
and $624,000 worth of gen. mtge. bds. in exchange
' for $16,000 cash, $600,000 Soo gen. mtge. bds. and
* 300 Soo shs.
*. Under a separate agreement, the Soo would then
sell half of its Midland Continental stock and
bonds to the Northern Pacific for 150 road com.
‘.. shs. $300,000 of Soo bonds and $8,000 cash. i
* 3y In Oct., 1970, Midland Continental R.R. Co. dis-
continued its operations and is no longer a railroad
company. X X X i
i In June 1982 acquired Minneapolis, Northfield
and Southern Railway, Inc. (merged into Co. Jan.

.+ In Feb., 1985 acquired assets of Chicago, Mil-
waukee, St. Paul and Pacific R.R. Co. through its
parent, Soo Line Corp. During 1985, the acquired
- assets were held by a separate Company, The Mil-
* waukee Road Inc., which was a wholly-owned sub-
sidiary of Co.’s parent. Effective Jan. 1, 1986, The
Milwaukee Road Inc. was merged into Co. |

In Apr., 1987 Co. sold its ke States Division
to Wisconsin Central Ltd. for $133,000,000. Sale
included 1,800 miles of rail lines in Wisconsin,
’(C’?)pcr Michigan, Northern Illinois, and Eastern
Minnesota. Co. also granted an additional 200
miles of trackage rights over Co. rail lines for Wis-
_consin Central Ltd.

CONTROL
. Soo Line Corp. (see a preceding statement)
holds 1009, voting interest in railroad.

OPERATING TERRITORY L

Operates 5,809 miles of road serving Michigan,
Wisconsin, innesota, North Dakota, eastern
. Montana, South Dakota, Illinois, Indiana, Mis-
.~ souri, Kentucky and Kansas.

CAPITAL EXPENDITURES .
. Capital expenditures for equipment and
improvements to physical plant in 1987 were
$26,538,000.

* By type of operation:
Ov.'neg pe

rated under Jease for specified sum ..............

Monuna. §7; North
»30inted and heavier, 266 miles; Branchlines: 85 pound
PHYSICAL FACTORS

Company operates in Michigan, Wisconsin, Minnesota, North Dakota, South Dakota, Mon
Touf mileage of the Soo Line Railroad Co. on Dec. 31, 1987, consisted of 8,560 miles classified as follows:

Jointly owned ... ..o.ueeurierieiiiiiiaiaiais
Trackage rights .........c.cviiiiuiiinniinnnnns

Paid by Soo Line Railroad Co.:

196 $0.60 1964 .$3.00 1965...
19 315 1967 1.50 1968-69..
19, i 00 1971 o ..3.00 1972..
ivo par shares after 2-for-1 split:
1972 0.62'2 1973 1.80 1974...
1975 3.15 1976 245 1977..
1978 4.10 1979 2.60
On $3.333 par shares after 3-for-1 split:
1979 0.76 1980 1.88 1981
1982 2.65 1983 2.10 1984
198S.. .0.30

A total of 7 miles of welded rail, 212,000 new
crossties and 384,000 cubic yards of ballast were
installed.

Track maintenance plans for 1988 include an on-
going program to upgrade the mainline system for
greater train speeds and improve terminal opera-
tions. During 1987 St. Paul yard was upgraded for
its semi-automatic freight car classification system
and improvements were made to permit better
mechanical inspection of trains. Soo began to con-
vert the double track mainline to an upgraded sin-

le mainline track with centralized traffic control

tween St. Paul and Milwaukee.

Soo received 21 new 3,800 horsepower SD-60
locomotives in 1987 and will add 21 more units in
1988. Also in 1988, Soo plans to acquire 121 auto
racks and 230 covered hoppers to meet needs
already committed with customers.

INDUSTRIAL EXPANSION

1887 MAJOR PROJECTS

Rail Systems Inc., St. Paul, MN: Location of a
steel scrap and railroad salvage yard with expected
shipments of 300 cars per year.

American_Italian Pasta ComFan(. Excelsior
Springs, MO: Milling and pasta facility that will
open during the summer of 1988. Rail shipments of
200 cars per year are anticipated.

Soo Line Railroad,.Cotta.ﬁe Grove, MN: New
auto marshalling facility will handle up to 4,000
vehicles at one time with room for expansion. The
facility is expected to ship 9,000 rail carloads per
year.

Bunge Corp., Savage, MN: Track extension in
order to connect to Soo Line’s grain system. Ship-
ments are anticipated at 2,000 carloads per year.

American-Canadian Distribution Centers, Inc.,
Minneapolis, Minn: Expanded track and unloadi
facilities to handle an additional 300 carloads of
lumber per year.

Bottineau Farmers Elev.,, Gardena, ND: Pur-
chased excess track from railroad to accomodate
fertilizer expansion of 200 carloadings/yr.

Portage Industries, Inc., Portage, Wi: Con-
structed track to serve their existing plant directly.
150 cars per year anticipated.

Pillsbury, Lake City, Mn: Track changes made
to accomodate their ability to receive 25 car unit
trains. 300 additional carloadings anticipated.

North Central Grain, Bisbee, ND: Constructed a
new 50 car grain Joading terminal with connections
to both the Soo and BN. Anticipate 400 additional
carloadings per year.

Linwood Stone Products, Linwood, Ia: Track
additions plus plant improvements made to handle
increased volume of 200 carloads per year.

Johnson Beverage Company, Spencer, Ia: Pur-
chased an existing warehouse and plans to ship up
to 50 carloads per year.

TRACK MILEAGE OPERATED, DEC. 31, 1987

id by Soo LinegCorp. on $1 par shs.:
b, 1

............. 1980 ssosisnoninii 060! VIBT seicicosssisases U
TRANSF’ AND DIVIDEND DISBURSING
AGENT ) REGISTRAR — Bank of New

York, New , urk.

ISSUED — On Dec. 31, 1984 in exchange for Soo
Line Railroad Co. common stock on a share-for-
share basis.

LISTED — On NYSE (Symbol: SOO).

PRICE RANGE — 1987 1986 1985 1984 1983
High ooooonssins 302 367 32% 292 36V
Low ....... 124 18% 22% 22% 26%

SO0 LINE RAILROAD COMPANY

(Controlled by Canadian Pacific Limited through Soo Line Corp.)

Misc.: In addition to the above Co. had 12 grain
elevators that expanded their facilities and track-
age to handle 25 car unit loading, an additional
1200 cars of grain loading is anticipated because of
these expansions.

1988 MAJOR PROJECTS

Con Agra. Hastings, Mn: Plans to upgrade and
expand its track and facilities in order to handle
an additional 300 carloads per year.

Nerco Coal Co., Oden, In: Anticipates expanding
trackage to handle an additional 200 carloads a
year. . -

Rail Systems Inc., St. Paul, Mn: After just one
year of operation they are planning to expand
raising Joadings to over 600 cars per year.

Midwest Brick, Plymouth, Mn: Purchased an
existing facility on the Soo and expect to receive
250 cars/year.

American-Italian Pasta Co., Exceisior Springs,
Mo: Construction of the milling and pasta facility
is in the final stages of completion. Full production
is scheduled for Aug. This facility will receive
approximately 900 cars of North Dakota durum
wheat a year.

Intermodal Facility, St. Paul, Mn: Negotiations
have begun with the City of St. Paul to relocate
the Soo's existing TOFC/COFC on Warner Road
to a site yet to be determined.

Misc.: In addition to the above the Co. is cur-
rently working with 21 grainh elevators to
encourage expansion to 25 and 50 car loadings,

MANAGEMENT

Officers
D.évi. Cavanaugh, Chmn., Chief Exec. Off. & Presi-
ent

E.J. Currie, Exec. Vice-Pres. Oper.

J.A. Lee, Senior Vice-Pres. & Chief Fin. Off.

P.M. McNamee, Senior Vice-Pres. — Distribution
Services

W.C. Serkland, Senior Vice-Pres. Admin. & Chief
Legal Off.

J.F. Johnson, Vice-Pres. Acctg. & Admin.

H.J. Ness, Vice-Pres. Fin. Admin.

J.M. Fox, Vice-Pres. Info. Systems

M.D. Ross, Asst. Vice-Pres. Taxes & Asst. Treas.

J.C. Miller, Contr. & Chief Acctg. Off.

F.B. Albers, Gen. Council & Sec.

J.A. Mogen, Treas.

Directors
D.M. Cavanaugh J.M. Fox
E.J. Currie J.A. Lee
W.C. Serkland P.M. McNamee

Auditors: Deloitte Haskins & Sells.
No. of Employees: 1987 average, 5,633.

Office: Soo Line Building, P.O. Box 530, Minne-
apolis, MN 55440. Tel.: (612) 347-8000.

Montana, Illinois, Indiana, Missouri, Kentucky, Kansas and Iowa.

Wisconsin, 674; total, 5,809.

and heavier, 1,561 miles; other 988 miles; total 4,262.

Mileage, Equipment and Operation

Second Other Passing &
Road Track in Main Switching Total
............................. 4,143 434 11 1,568 6,156
............................. 119 6 142 267
.......................................... S ) 5
............................. 1,547 244 30 311 2,132
............................. 5,809 684 41 2,026 8,560

Miles of Road b smd-, Dec. 31, 1987: Illinois, 456; Indiana, 322; Iowa, 656; Kansas, 7; Kentucky, 1; Michigan, 262; Minnesota, 1,894; Missouri, 156;
akota, 1,279; South Dakota, 45;
. . Summary of Road Track by Weight of Rail in Pounds per Yard — 1887 Mainlines: 100 pound continuous welded and heavier, 1,447 miles; 85 pound

Average

X Revenue Average Average

. Freight Freight Train Rev. per Revenue

Year Average Extra to all Aver. Revenue Train Mile Passe per Ton

o - Ended Miles Main Passenger  Freight and Traffic Haul Freight Load Earnings per Mile per Mile
:, Dec. 31 Operated Track Locomotives Cars Company Cars (%) Miles Density (Tons) s (Cents) (Cents)
1977 (4,589 92 226 Nil 12,100 98 420 2,215,863 2,312 49.40 Nil 2.08

. 1978 4,562 92 231 Nil 12,285 98 412 2,398,220 2,325 53.40 Nil 2.24
1979 @S2 - 92 233 Nil 12,139 98 412 2,441,516 2,385 62.91 Nil 2.57
1980 45 92 235 Nil 12,352 98 409 2.311:447 2472 - 1560 Nil 2.9
1981 34,433 92 233 Nil 12,429 98 411 2,156,553 2,548 87.86 Nil 3.39
1982 D4 447 94 240 Nil 12,624 99 405 1,782,100 2,354 84.41 Nil 3.51

983 TA438 93 241 Nil 12,723 97 434 1,980,847 2,528 84.31 Nil 3.25
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Classification of Securities Owned, as of Dec. 31, 1987

Investments in AHillated Companies

Dividends

or Interest
Class Total Amt. credited
No. Issumngompar’\lx (% of control) book value to income
Al Lake Sup. Term. & Tfr. ﬁ ........................................................................... $87000 ., ..
Al Belt R( Co. of Chicago (8. JJ) ............................................................................... 362,000 ..,
Al DRI&NW Railway Company (50) . vuueeeuueeenunenennernnensosasneesseessuessssessessssonssssasnnnssnssnnnn 42000 | 000 L
Al Indiana Harbor Belt Rallway Company (49) . seens ssaveinms o s s gsasanasns s peasess eaasionion s saeseesssssesesssaise 1,359,000 .. .. i
Al Kansas City Terminal Railway Company (8.33) c.eusvasannsnssssenoveniesassoevassssssasosss ssessesssosssssssos 50,000 ...,
Al Milwaukee Motor Transportation Company (100). ... vsvcoincisisavossniossssnsoosnssansnoonsssanonsesaasonssanams  wwesss  seses
Al Trailer Train Company (2.70) .« v veeeueeeenneaeennseeuseseesssesososenssnssesesssssssssasansssasasnassonsas 438,000
TPORRL AL oo ecmitism & Esioimiimil bdemTeid § SAVAARFF ADSTCAPEDS § PR RIS BASEATIE RRSTARTE 1 i dd b e 5o $2,773,000
A2 CTH&SE Railway Company (54.02) .. .uuuuunueiiuineeessosonesassoresssecasassasssesssonsnnsnsnnsesasassseee  eesses
Al THSELanA Co. {100) oo o o sovoni s voamenss s sssensns v suasseversy soves L T $900,000
A3 MT Properties Inc. (12. 50) ................................................................................. 91,000 ...,
Total Class A 3,764,000
El Belt R( Co. of Chicago ...... 3,294,000
El DRIENW Railway COMPANY icivivs i sunnnwens soeunons s § s aeanes s aueeeeeisie s s S6@0/0573 § 4 AssTedsd avoees oamsaens »  Sheses
El Kansas City Terminal Railway Company.... 811,000
E! Milwaukee-Kansas City Southern Joint Agen 278,000
El Western Railroad Association ........... 75,000
E! Milwaukee Motor Transportation Company 1,724,000
E3 MT Properties ....uovis i svionsvess 000 ...
E3 Shoreham Equitable Insurance Ltd. i 167,000 .....c
TORICHIS B s ivin i pomncinse s seemiies 3 SR 3 suo@o eawis seemaeiion i « sEIeaws § Hiepeagis Fses s JRaemig i 6,533,000
Granl TOY o oninis sy s wamonss s yapemnes s Fsmerses § § PopeeEneds s FoNaeEEEes 3 AaaaaE 8 Eo e nET Lp el F e TRee o 9 $10,297,000 ......
[TPreviously Minnesota Transfer Railway Company.
(A) Stocks:
(1) Carrier corporations — active.
(2) Carrier corporations — inactive.
(3) Non-carrier corporations — active.
(4) Non-carrier corporations — inactive.
(B) Bonds (including U.S. Government bonds)
(C) Other secured obligations:
(D) Unsecured notes:
(E) Investment advances:
The subclassification of classes (B), (C), (D) and (E) is the same as provided in (A).
LONG TERM DEBT — Maturities, Description and Ratings
Equipment Trust Records and Ratings, as of Dec. 31, 1987
X X Cost of
Interest Serially Out- Original Equip- Paid in :
Name of Issue: Payable to standing Issue ment Cash Security Rating
1. Soo Line R.R.equip. 7% .......... M&N 1 1988 $515,000 $7,725,000 $9,661,000 20% See text A2
2. Soo Line R.R. equip.9%2s .......... A&O 1 1989 1,120,000 8,400,000 10,586,000 20% See text A2
3. Soo Line R.R.equip.9s ............ M&S 1 1990 1,560,000 7,800,000 9,776,040 2 See text A2
4. Soo Line R.R. equip. 8%ss .......... M&S 1 1991 2,020,000 7,575,000 9,505,400 2% See text A2
5. Soo Line R.R. equxp. 88 .aiaionin vaisieraie J&D 1 1991 - 1,680,000 6,300,000 ,890,000 209, See text A2
6. Soo Line R.R. equip. 725 .......... F&A 1 1992 3,925,000 11,775,000 14,780,000 20‘79 See text A2
7. Soo Line R.R. equip. 8%ss .......... A&O 1 1993 6,000,000 15,000,000 18,757,000 20‘,"9 See text A2
8. Soo Line R.R.equip.9Y2s .......... M&N 1 1994 5,075,000 10,875,000 13,648,000 2 See text A2
9. Soo Line R.R. equip. 11¥%s.......... J&J15 1995 12,800,000 24,000,000 30,405,740 Zgz See text A2
10. Soo Line R.R. equip. 13%s.......... M&S 1 1996 8,820,000 14,700,000 18,455,000 20% See text A2

1. Soco Line R.R. Co. equipment 7%s of 1974,

due serially to 1988:
Rating — A2

AUTH. —$87,725,000; outstg., Dec. 31, 1987,
$515,000.
DATED — Nov. 1, 1973. DUE — §515,000, annu-
ally, each Nov. 1, 1974-88.
INTEREST — M&N 1 at office of trustee.
’{{X_IUSTEE—First National Bank of Minneapolis,

inn.
DENOMINATION — Coupon, $1,000, registerable
as to principal.
CALLABLE — Not callable.
SECURITY — Issued under the Philadelphia plan
and secured by 8 diesel-electric locomotives with a
rated capacity of 3,000 horsepower each, 200 100-
ton covered {o er cars with roller beanngs 25
70-ton msulated x cars with cushioning devices
and roller bearings, 100 77-ton single sheathed box
cars with roller bearings, 25 100-ton bulkhead flat-
cars with roller bearings and 25 100-ton high side
gondola cars with roller bearings having an esti-
mated cost of $9,661,000.
GUARANTEED — Uncondxgonally as to principal
and interest by Soo Line Railroad Co., by endorse-

ment

OFFERED — (87,750,000), purchased at 99.213,
were reoffered on Oct. 17, 1973 thru First Boston
Corp., Halsey, Stuart & Co., Inc. and Merrill
Lynch Pierce, Fenner & Smith, Inc. and associates
on a 8.25%, to 7.75% yield basis.

2. Soo Line R.R. Co. equipment 928 of 1974,
due serially to 1989:

Rating — A2
AUTH. — $8,400,000; outstg., Dec. 31, 1987,
$1,120,000.

DATED — Oct. 1, 1974. DUE — $560,000, annually,
each Oct. 1, 1975-89.

INTEREST — A&O 1 at office of trustee.
TRUSTEE — First National Bank, Minneapolis,
Minn

DE\O\{I\ATION Coupon, $1,000, registerable
as to principal.

CALLABLE — Not callable.

SECURITY — Issued under the Philadelphia plan
and secured by 12 diesel electric locomotives with
a rated capacity of 3,000 horsepower each, 84 100-
ton covered hopper cars with roller beanngs. 108
77-ton single sheathed boxcars with roller bearings,
50 70-ton flatcars with roller bearings, and 53 100-

ton high-side gondola cars with roller bearings
having an estimated cost of $10,586,500.
GUARANTEED — bncondmonally as to pnncxpal
and interest by Soo Line R.R. Co. by endorsement.

OFFERED — (88,400,000), purchased at 99.351,
were reoffered on Oct. 1, 1974 thru Merrill Lynch,
Pierce, Fenner & Smith, Inc. and Halsey, Stuart &
go Inc. and associates on the following yield
asis:

19/9 80..........9.20  1981-82..
9.45 1985
1987 89 11 9.60

3. Soo Llne R.R. Co. equipment 9s of 1975, due
serlally to 1990:

Rating — A2
AUTH. — $7,800,000; outstg.,, Dec. 31, 1987,
$1,560,000.

DATED — Sept. 1, 1975. DUE — $520,000, annu-
ally on each Sept. 1, 1976-90.

INTEREST — M&S 1 at office of trustee.
TRUSTEE — First National Bank, Minneapolis,

Minn.

DENOMINATION’ Coupon, $1,000, registerable
as to principal.

CALLABLE — Not callable.

SECURITY — Issued under the Philadelphia plan Min

and secured by three diesel-electric locomotives
with a rated capacity of 3,000 horsepower each,
100 100-ton covered hopper cars with roller bear-
ings, 120 77-ton single sheathed box cars with
roller bearings, and 100 100-ton open top triple
hopper cars with roller bearings having an esti-
mated cost of $9,776,040.

GUARANTEED —'.Unconditionall as to principal
and interest by Soo Line R.R. Co., by endorse-

ment,
OFFERED — (87,800,000), purchased at 100.0753,

were reoffered on July 29, 1975 thru Salomon C

Ero}hers and associates on a 7.75%, to 9.00% yield
asis.

4. Soo Line R.R. Co. equipment 8'4s of 1978,
due serially to 1991:

Rating — A2
AUTH. — $7,575,000; outstg.,, Dec. 31, 1987,
$2,020,000.

DATED — Sept. 1, 1976. DUE — $505,000, annu-

ally each Sept. 1, 1977-91,

INTEREST — M&S 1 at office of trustee.

'hl"‘IRUSTEE First National Bank, Minneapolis,
inn

DENOMIN -\TIO\I Coupon, $1,000, tegxstrable

c tof Ea Not callable.

CURITY— Issued under the Philadelphia plan
and secured by 200 100-ton covered hopper ca's
with roller bearings and 100 70-ton insulated bo
cars with roller bearings having an estimated cost
of $9,505,400.

GUARA.\TEED Uncondluonau as to principal
a.nd mterest by Soo Line R.R. . by endorse-

OFFERED — (87,575 000) purchased at 100.5295,
were reoffered on Aug. 5, 1976 thru Merrill L
Pierce, Fenner & Smith, Inc., First Boston l’P
and Bache Halsey Stuart Inc. and associates on 2
6.25%, to 8.35%, yield basis.

5. Soo Line R.R. Co. equipment 8s of 1973, duo
serially to 1991:

Rating — A2 T o
sAUé'gg{ — $6,300,000; outstg, Dec. 31, 1987,
1
DATED . Dec. 1, 1976. DUE — $420,000, annu
ally, on each Dec. 1, 1977-91.
INTEREST PJ&Dl at office of trustee. ‘
TRDSTEE rst National Bank, anczpoh!

DE\'OMINATION Coupon, $1,000; regmrable
as to fnncx
CALLABLE — Not callable.
SECURITY — Issued under the Philadelphia Plﬂn
and secured by 100 100-ton covered hopper cars
with roller bcannfs and 200 100-ton high-side gon:
dola cars with roller bearings having an estimated
cost of $7,890,000 8
GUARANTEED — Uncondmonally as to pnnapal 3
and interest by Soo Line R.R. Co.

OFFERED — (86,300,000), purchased at 100.775.
were reoffered on Nov. 9, 1976 thru First Boston
borp and associates on a 5.75% to 8.15% Yleld
asis.

8. Soo Line R.R. Co. equipment 728 of 1977-
due serially to 1992:

Rating — A2 .
AUTH. — $11,775,000; outstg., Dec. 31,
$3,925,000. WM
DATED — Aug. 1, 1977. DUE — $785,000 annually
on each Aug. 1, 1978-92.
INTERES

— F&A 1 at office of trustee.
TRUSTEE — First National Bank of \¢‘lmneapoll-$~l

DENOMINATION — Coupon, $1,000, remslerab e
as to principal.
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A. ~ODY’S TRANSPOR ¥ TION MANUAE

' 'BUTTE. ANACONDA & PACIFIC RAILWAY

Hmw lnmrponted Oct. 1, 1892, under lavn of
Montana.  Built to connect the copper mines at
Butte with the reduction works at Anaconda. -

On-Apr. 30, 1985, Co. sold buildings and equip-

track to state of Mcatana.

* Controk: Entire capital stock is owned by - Atlan-
tic thhheld Co. (see Moody's lnduslnal Manual).

opetaed asa uulmdmy of thzt. com-v

Line o' Root As nponed. S'nglc or lst Main.
43, Second & additional, 11; \ ay Svm:l’unx. 1=
\’ard Switching, 60; total, 115 miles.

' ,"‘mmmm. '
E L«xomoum Diesel, 8; .HJ lttulh!

quipment:
‘nmllocompany cars. Passenser service discontinued
n

F. Gard T, Pm P
.M. Solari, Sec., Treas. & Contr.

fre e

F. G:mlncr
M. Solarni -

Annual Meeting: In June. S
Gcmm(:omul:!lnmphy. v
Weu Commemu! Ave. Anaconda.

. E.C. Tidhall

T
!\l'l' 597Il. :
Capttal

mvmsnmsmx %
196, .. $00 0 1912-. .svo

m—On July

_l:rCo

"CAMAS PRAlHlERAIIROADCO« ;
' Now 3 At b L
ov . or of operal or
Qm- mxton Ram \avmuon Co, and
PacificRy.Co...». B2 R Ty
Rcad’ extends ( ias W t
ieea e s (o i b
ZSGJT"mIes. sid-.

‘otal, 312.56- miles: Sun-‘

Bnﬂmgmn \nnhem.
(Lessee & Opnalor oI
&, l‘omnpunn Cos

: RW. Euoanks-
< Annual mlul')«embm e

.. Offices: P.O. Box uwns Mnll Roa u.-msxon.'
1D 83501, Tet: (208)743-, '
: Income™ Account:? Rulway nperau
and expenses’ and an‘y income ot p
items are to the B
lﬁc Lmo

revrnues
loas
™

No
al Slxlt: c:mu Puldo Ruuuud Co.

Stock; $°00: .

K AUTlI RIZED AW OUTSTA.\LL\(-—DN
R0, 1,000 shares: par $100. .

\\’VP.RS P—-me:d jointly by the Burlinkton
Nort lnc o ihe Ouxum'u\»hmxlon R.R.
Navigation Co, )

DlVIl)I’.ND&—-.\

ivider 1ds pa
.. TRANSFER  AGENT A\D Rhclm:\
Company’s o(hte, Ponhml. re. -+

CAMBRIA & INDIANA RAII.ROAD C

* History: Incorparated - under - laws >

sylvania, June 15, 1904, as the Hl:uhlltk& Ytlluw
. ')'Sk - NAME bcmx chanxﬂl o above April 20
: c&mot Bethlehern: Steel: Corp:. owns
company's outstanding tapu..x stock. ™

& Line of Road:The road extends lmm Manvu m'
ct. to Rexis, .

Colver, Pa., 18.66 miles; from Elkdale:
" Pa., 4.19 miles; Rekan Jit. to Nant-y-Glo; Pa., 7.70
*_miles; Beth to Cambria Slope, Pa., 1.58 miles: aid-
S ings, 19.80 miles; a total of 5736 miles; Nanty Glo

" to Steel, 5.43 miles
*Standard gauxe. Rail. 100, 115, 156, 137 and 132 by

Ibs,

Equipment: L-xumu\nn- 1%, cars; hm.:m. ')h!-
cabooses, 2; work cars, 7.

ailway Co. an< donated land and"

sauxe. Rul.15 80, as 90, l(n. no. IIS.

Stock: v.ssum. Ansconda & P.cmc.
,Aum’bmzr.o—.nmwo shuts. xssucd nnd out-

31, 1983, 80,000
rownﬂ'ﬁsm?—mm mnuc Ruhfcld" !
| TRANSFER AGENT AND m—:cxsman— Com-.

" field, Cr., 47 miles;
) thﬁtl
-+ On; Oct.. 3
\loshn\utk V'alley Rail
2 Co.. sub-udury.

merger.
* Aug. :s 1980, which wm;“app

P:mf ic: R:ulto:ul Company :

T.H. Semmel, Pres. .

.M. Hamrick, Sec. = -
. Umberger, Vice-Pres.
D Reimer, Vice-
Ravier, Treas.
Directors -~
M. Hamrick
.H. Semmel

D.S. Reimer
H.J. Umberger -
Annual Meeting: In Feb.

: Bs'i‘csnenl Office: 1275 Daly Avc.. Bethichem, PA:
lfm S'o:h: Cambria & Indiana Raliroad Co..
AU‘!‘HORIZED;}&M sshares. outsundmx Dec.
O\VNFRSHIP- 100% of stock owned by Bethle-

hem

DlVlDbNDh— A
916- . $20.00 Lﬂl9l7-l9...Nil
* 1922-25. .. $10.00

Annual
. dence; R.I.

1968 .. 0., .0067
) +evees96.00" 1965-66 - 00"
ms......zaoo-lm....oo.or
IWI......SOW 1972....46.67
-.4333 1975-78..... Nil
1981 ....... Nil

P:nd 2595 stock dmdmd in 1918

1967 . .. ... 50.00-
1970120 402

pany 's office.

CAPITAL PROPEHTIES. INC..

History: Incorpo edml’khware]u!ys. 1968.
. 31,1969, merger of Providence and

Worcesicr: Railroad: Co. (incorporated in- Massa-

chusetts and Rhode I in 1844 as a Consolida-
tion Nowv. 25, 1845 of two companm of the same
name) into company named Provident & Worces-
wa consummud pursuant to merger’

'm:khold meeting Sept.
ICC l-‘eh. 17, 1969, Mmct was/
effected through shamlor- of stock.:

t name adopted July 31, 1984,
Pursuant to above merger, the Delaware com-
pany u&umd all assets and assumed all liabilities
of merged company..

On Fch. 3, 1573, "Co. r=sumed operations as an

‘lndependcnl raulroad. after 35 yrs. as a leased line

railroad.
- In_ Aug.,. IWJ acquired a 22-mile branch’ line
rur.n g from Worcester to-
$313,200. Assumed lullopenuommOn.. 1974,
In Apr.. 197 Worcester, Ha. to Plain-
ield to Wilimantic, Ct., 23
branches.

miles and 38 miles of lher
In June. 1980, acquired from Consolidated. Rail
approximately . 30° miles: of line. between

l Conn. and Groton, Conn..
113 SCDL
- land lame building  al

mzht-of way m "‘ uni-eld. Conn.

vmamd k Rulvuy C&d and
Co, w

ence and Worcester Railroad Coh .

Red Bridge Terminal Co. was

Bridge being the surviv-
ing corporation, (\lemcd July 31,1984). -

Pursuant: to' an aﬁ:nmcm of

. .nd plan; of reontamuuon ted as ol

holders: ol Co. on: Co. was mcmc.-d
with-and into Provide ice and Worcester Railroad
Company, cffective: o1 Oct. 1,7 1980, Under the -
terms of the agreemenc of merker; cach outsty. sh.
ofCo. com. stock was converted
com.: stock of Pruvidence and Worcester Holding -
Company, which changed its name effective Oct. l.
1980 to  Providence: and Worcester Company.
utewnl from: the 1 a rulins; to the ﬂit-.' lhal
ain or loss: will be rccmrnu-d by Co. share-
ers upon: the exchange of shs. The bases and
holdmu periods of the Providence & Worcester Co.
shs. reccived by Co. sharelolders will be the same
as‘the Iu.scs and. holding penrxh of Co, shs. sur-
dered in exch
“ Business: Co. owns te:nl estate in downtown
Providence suitable for development for non-rail-
road purposes and a petroleum storage facility in
l-.ut Providence,. Rhode Island. In addition,” the
conducts b operations as an inter-
sule freght carrier through its aiimm*ipal subsidi-
ary. l’mecnce and Worcester R

'Su sidlaries

l’nmdmcc and Worcester Rail Co.
Tri-State Displays, Inc;

tine of fAoad: The Railroad is an interstate
freight carrier conducting railroad  operations in
Rhode Island, Massachusetts and Connecticut. No
regularly scheduled passenger service is provided
the Railroad. It operates over 389 miles of
trackage of which it owns 192 miles. The Railenad
has common carrier trucking . tights (o operate
within 33 states and is actively operating in 1)

Consolidated
: Doe..n(swonmmedr ‘

Gardner, Mass. for °

'enre & Worcester Realty -
: Net current 38sets. o, ... «

smes. with lu termlml hcilhles located in: P
tucket, Rhode Island.

The leroad mlmhanaes freight lnlﬁc wi
Conrail at Worcester, Massach
ton: and Mai M
setts; and with the Central: Vermont’ Rulvmy
New London, Connecticut. Through its coi ;
tions, the Railroad links apmonmately 90 commu ‘8
cation yards all located on lines ol lhe
Worcester, Massachusetts, - ValleyDu l.h
1986, the Railroad handled a total of 23 095 cars lm

nities on its lines. There are three

E:dmad
Island and Plainfield, Con
road haul and switching service.

.R. Dﬁtdano. Pres.
Eder, Vice-Pres.
B.). Dreyer. Sec. &'l'reas.

in(omo Asqmno D | A Mullane
A M

T.P. Cohcn .
O.R. Harrold. ;
Auditors: Laventhol & Horwath. °
Meeting: Last Wed. in Apr. m Pr

. No. of Stockhoh'ers: Mar. 2. x'm 700,

. Office: WenunmsmSt.. 'na-.RIo
1’.0. (40!)3.“-0100. -
‘,m‘""* ""‘

Incometaxes ' ...caaues
Netincome...........
Prev.ret.eams. ........
g:\ﬁueg‘@.............’~

ctained eamingy ......
Eam., com.

cscasne

- Cunsolidated
($000 omitted):

Assetsy:
Ca.sh.ﬂr. ey - PR
Actls., etc. receivi .. ... \s
Material & supplics ..... -
Prepayments:cooaoisees
oo

et .

PI'OP-

Liahilities:
ADebtmdue.;ﬂ.

pa;
Atttualsy

ssaee

- Total current ........
Long-termdebt ........ "
Unremit. car hite ......"
Deferred

Def. incom

Common slock (il) A
Cap. in excess par val.
Retained camnings ...
[#Uneamn. compeit. .o ... s

Totallli..coieaiate

[t Depreciation: 1986, Slmm‘ + 1988,
:n.osomo. @From: exercise- of opum to
l.ono erm Debt: Outsund D«' Jl
$3.111,000 cmsmmg of: — 2
1) $447,000 variable” rate,  payable to ba
P nnml due annually, interest due seml annunll

into 20 shs. of ‘10 1994

2 st ,614,000 obligations under capital lcascs.'
(3) 81 .050 000" vanzble interest rate, Y% o
prime, payable to have, secured by note to 1991,

Clsp'i‘ldS\och.Clmmlnc,l

AU‘I‘HORII&D—IADOOOO shnn-\. outsta
Dec. 31, 1946, 968 shares;
mvml-:xms-(én ol Prosidence and Wo
ter Co. stk.): Rexgular dividends of IO% paid
terly, Mar. 29, e'c., 10 stock of record about nr
12, etc., to 0(!. « 1937, incl; 1938, 2V,9%: 1939 &
1940, 6%; 1941, o"/ 1942 10 1947 incl.. 109,; 1948285
4% 1949 to 1960, incl., 108%; 1961, 2V/,%: 1962 and
1963, none; 1964, 7Y/9; 1655 nrd 1966, 15%: 1967,
9/1" Yeor wo&-:u “h’ll. l’)1'). Y%
ew Providence and Worcester Co. Stk.. i
1980 ;7. . . $0.10° 1981-83 $0.20° 1984 ......30,1
On Cupll:ll Properties, Inc. Stl.:
L D o.lo l'msao.... 0.20 191987, .., .

1VTo Aug.

TRANSFER - AGENT — Fleet National

REGISTRAR = Rhode Inland  Hospital
slan ta

\au‘mul lumk Provul:rce. R.L ey

TRADED —

RILI-.RA.\(.I'.—- mo 1988
Highiyoveenndt o 2130
M Sy inien 200020
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UNIVERSAL-ROYAL APEX LIMITED'PARTNERSHIP{ i ¥ ™
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.- %) LIMITED PARTNERSHIP AGREEMENT W 137 30
PRETR AND " 1 5 fiu‘\
,“tﬁ 7 . “CERTIFICATE OF LIMITED PARTNERSHIP
) = .y :‘_\ -
i RD\ ET f‘\ 'f\:_\ W
< e . A-‘ 1’:;

THIS LIMITED PARTNERSHIP AGREEMENT AND CERTIFICATE OF
LIMITED PARTNERSHIP is made and entered into as of January 1,
1983, by and among Royal Apex Corporation, a Montana corporation
having its principal office in Helena, Montana (the "General
Partner") and the persons and corporations listed, with their
respective capital contributions, on the signature pages hereof
under the heading LIMITED PARTNERS (collectively, the "Limited
Partners" and, individually, a "Limited Partner"), who hereby
sign and acknowledge this Limited Partnership Agreement (the
"Agreement") and Certificate of Limited Partnership (the
‘"Certificate") and, by filing this Agreement and Certificate
with the Secretary of State of the State of Idaho, form a
limited partnership (the "Partnership") pursuant to Sections
53-201 through 51-267 of the Idaho Code (the "Statute"), under

~.the following terms and conditions. (The General Partner and
"~the Limited Partners are sometimes hereinafter referred to
xcollectively as the "Partners" and individually as a "Partner".)

1. BUSINESS. The business of the Partnership shall be
conducted under the name: Universal-Royal Apex Limited Partner-
ship. The business and purposes of the Partnership are to
acquire, own, invest in, preserve, salvage and sell the real
and personal property located in the State of Montana, described
as Segments II, III, IV and VI of property (the "Property") of
the Chicago, Milwaukee, St. Paul and Pacific Railroad Company
(the "Railroad") in an Invitation to Bid dated July 16, 1982,
copies of which have been delivered to all Partners. The
Partnership shall not engage in any other business or activity.

" There shall be one General Partner, initially Royal Apex
Corporation, a Montana corporation. Successor General Partners
may be brought into the Partnership as provided below. A
General Partner may be a person, a partnership or a corporation.
A separate accounts in each capacity will be maintained. All
General Partners must enter into this Agreement and Certificate
and must comply with Section 7701(a) (2) of the U. S. Internal
Revenue Code (the "Code") and the Regulations thereunder. No
Limited Partner, or any group of Limited Partners, nor the
Partnership may invest in or own 20% or more of any General
Partner. ..

In connection with its aforesaid business, the Partner-
ship, in the sole discretion of the General Partner, may
temporarily invest and reinvest its funds, which are not
otherwise invested, in interest bearing accounts and certi-
ficates of deposit with banks of recognized standing, in
government securities or in daily interest or other income
producing mutual funds.
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The principal place of business of the Partnership shall
be at 416 River Street, P. O. Box 886, Wallace, Idaho 83873,
or such other place within Idaho as the General Partner may
designate from time to time by giving written notice thereof
to all Limited Partners.

2. LIMITED PARTNERSHIP TERM. The term of the Partner-
ship shall commence upon the filing of this Agreement and
Certificate in. the office of the Secretary of State of the
State of Idaho. The Partnership shall terminate and dissolve
on December 31, 1987, unless otherwise terminated and dissolved
upon the occurrence of any of the events set forth in Section 12.

3. CAPITAL CONTRIBUTIONS; ACCOUNTS AND WITHDRAWALS.
Each Partner shall contribute to the capital of the.Partner-
ship the amount set:opposite his name on the signature pages
hereto, payable upon execution hereof by cash or collectible
check payable to the Partnership. Exhibit A hereto lists
each Partner's capital contribution and percentage interest.

: Individual capital and current income accounts shall be
maintained on the books of account of the Partnership for
each General Partner and each Limited Partner. No Partner
shall have the right, except as provided in Section 8(c), to
withdraw any part of the capital he contributed to the
Partnership until the termination, dissolution and winding
up of the Partnership, except as distributions pursuant to
Section 5 may represent returns of capital, in whole or in
part. No Partner shall be obliged to make any capital
contribution to the Partnership except as set forth in this
Section 3. No interest shall be paid by the Partnership on
capital accounts.

Prior to the date hereof, certain Partners have advanced
funds on behalf of the Partnership with respect to the
aforesaid Real Estate Sale Contract. These advances are
described on Exhibit B hereto and shall be repaid by the
Partnership promptly after the acquisition by the Partnership
of the Property.

4. ACCOUNTING; LIABILITY OF LIMITED PARTNERS. .

A Accounting. The calendar year shall be the
fiscal year of the Partnership. The net income or net loss
of the Partnership shall be determined for each year on the
cash method of accounting, which shall also be employed in
the preparation of the income tax returns filed by the
Partnership, and in accordance with generally accepted
accounting principles, consistently applied.

Complete and accurate books of account of the business
~of the Partnership shall be kept under the supervision of
the General Partner. Such books of account shall be open to
inspection and copying by any Partner, or his authorized
representative, at any reasonable time during business
hours.



“B. - Financial Statements and Tax Returns. The
financial statements of the Partnership shall be prepared at
‘and .as of the close of each fiscal year by accountants
employed by the General Partner. -Such accountants shall,
within 90 days after the end of each fiscal year, report on
the balance sheet of the Partnership as at the close of such
year and on an income statement of the Partnership for the
-fiscal year then ended. .A copy of each such report shall be
forthwith distributed to each Partner. The General Partner
‘may in its sole discretion engage certified public accountants
to audit the Partnership's financial statements, but it is
contemplated that audits will not normally be required.

The General Partner shall cause to be properly prepared
by .the Partnership's accountants and timely file the federal,
and any required state or local, income'tax returns of the
Partnership for each fiscal year. A copy of the schedules
from each such return, setting forth each Partner's share of
each item of income, gain, loss, credit or deduction, which
such Partner may be required to report on his personal
income tax returns, sshall be furnished to each Partner
within 90 days after the end of each fiscal year.:

- Liabilitx;of Limited Partners. No Limited
Partner shall be liable for any obligations of the Partnership
or for any net losses of the Partnership, except as the
amount contributed by him or his transferor to the capital
of the Partnership is available for the satisfaction of such
obligations or to bear such losses.

. DISTRIBUTIONS.

A. Allocation of Profits and Losses. The Net
Profits or Net Losses incurred by the Partnership during
each year shall be allocated among the Partners in proportion
to their respective capital accounts, as adjusted from time
to time hereunder.

B. Distributions. All distributions of cash or.
other Partnership property to the Partners hereunder shall
be made to the Partners in proportion to their respective
capital accounts as adjusted from time to time. The General
Partner may, in his sole discretion, distribute any available
cash flow of the Partnership which is not required, in his
sole discretion, for the business of the Partnership.

B The .General Partner may, in its sole discretion, set
aside a reasonable cash reserve for working capital, expenses
and liabilities of the Partnership.

C. Business Opportunities. Limited Partners acknowledge
that General Partner and its Parent Royal Apex Silver, Inc. have
interest in developing a second line of business. All railroad
salvage opportunities which arise during the term of this Agree-
ment and/or brought to attention of any Limited Partner, its
officers, agents or employees shall be presented to Partnership
for a decision as to whether Limited Partners desire to partic-
pate in such additional salvage opportunities.




6. "MANAGEMENT.

: A. General Partner. The General Partner shall
have exclusive control and management ‘of the Partnership
business and shall have exclusive .power and authority to
perform all acts necessary or desirable to conduct such
business, subject to the provisions of thlS Agreement and of
appllcable law. srid : fvm. o LD T :

- e -

The- General Partner shall devote so much of 1ts ‘time to
the affairs of the Partnership as it, in its discretion,
deems necessary and as may reasonably be required -for the
Partnership's welfare and success. Any Partner may engage
independently or with others in other business ventures of
every nature and description, including any of the types of
businesses in which the Partnership invests. The General
Partner and its affiliates may engage independently in
activities similar to the activities proposed to be carried -
on by the Partnership. Neither the Partnership nor any it
other Partner shall have any rights or obllgatlons in and to
such .other ventures, or in and to any net income or gains
derived from them. No Partner shall use the Partnership
name in any way except for the transaction of the business
authorized under this Agreement. . .

The General Partner shall not receive any salary or
other compensation for its services, as such, except for its
participation in any net income and net gains of the Partner-
ship, but it shall be entitled to current reimbursement of

all reasonable expenses incurred by it in connection with
the business of the Partnership. The Partnership shall, how-

ever, pay office and administrative expenses as provided in
Section 6C.

The General Partner shall not, without the pridr
written consent of all the Limited Partners, take any of the
following actions:

o (1) admit any person to the Partnership as a
Limited Partner; ' ‘ '

-~ (ii) " ‘increase of the compensation of the General-
Partner; » ) '

(1ii) sell, exchange or transfer substantlally
all of the assets of the Partnershlp,

—. . (iv) ' confess a judgment against the Partnership or
assign substantially all of the assets of the Partnership in
a trust or for the benefit of creditors;

(v) do any act which would make it impossible to
carry on the ordinary business of the Partnership; or

(vi) possess Partnership property, or assign the
rights of the Partnership in specific property, for other
than a Partnership purpose.
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The General Partner, actlng for and on behalf of the
Partnership and all the Partners, .shall, subject to the
terms and conditions of this Agreement have the specific
rights and powers o - -

- (i) authorize and approve all actions and execute
all documents and instruments on behalf of the Partnership,
to effectuate the purposes and business of the Partnership;

(ii) to acquire by purchase, lease or otherwise

any real or personal property which may be necessary, convenient
or incidental to the accomplishment of the purposes of the
Partnership, including, without - implied limitation, the
acquisition of the Property pursuant to the terms of a
certain Real Estate-Sale Contract between the Railroad and
Universal Wood & Metal, Inc. ("Universal"), an Idaho corporation
which is a Limited Partner, a copy of which Contract is
attached hereto as Exhibit A (which Contract has been assigned
to the Partnership pursuant to a form of A551gnment attached
hereto as Exhibit B),

s (111) to operate, malntaln, finance, own, invest
in, sell, convey, assign,; mortgage or -lease any real estate
and any personal property necessary, convenient or incidental
to the accomplishment of the purposes of the Partnership;

, (iv) to borrow money (from any affiliates of any
Partner or otherwise) and issue evidences of indebtedness in
furtherance of any or all of the purposes of the Partnership,
and to secure the same by mortgage, security interest or
other lien on the Property or any other assets of the Partnership;

(v) to prepay in whole or in part, refinance,
recast, increase, modify or extend any mortgages affecting
the Property and in connection therewith to execute any
‘extensions, renewals, or modifications of any such mortgages
on the Property;

(vi) to employ any person or entlty, including any
Partner and any affiliate of a Partner, to develop and to
sell the Property, or provide other necessary services to
the Partnership, and to pay reasonable compensation for such
services, including, without implied limitation, such employment
as is contemplated pursuant to the other provisions hereof;

(vii) to enter into, perform and carry out contracts
of any kind (including contracts with affiliates) necessary
to, in connection with or incidental to, the accomplishment
of the purposes of the Partnership;

(viii) to execute agreements with respect to the
sale of all or any part of the Property, and, in particular,
with respect to the sale of portions of the rails and other
steel and railroad ties and other wood comprlslng a part of
the Property; and
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(ix) to enter into any kind of activity and to
perform and ‘carry out contracts-of .any kind necessary to
or in connection with, or incidental to, theAaccomplishmént
of the purposes of the Partnership, so long as said activities
and contracts may be lawfully carried on or performed under

the laws of the State of Idaho.

. B. Limited Partners. No Limited Partner shall
take any part in the control of the business of the Partner-
ship, -and no Limited Partner shall have any power or authority
to act for or on behalf of the Partnership in any respect
whatsoever, except as specifically permitted by law and by
this Agreement. ' ’

- The Limited Partners shall have no right to remove the
General Partner (except by unanimous written consent),
compel his withdrawal from the Partnership, or elect. additional
General-Partners. Without the consent of all the Limited
Partners, the General Partner may not

. 77 (i) terminate the Partnership by voluntarily
withdrawing from the Partnership;

o (ii) amend this Agreement, other than to admit
additional Limited Partners or to accept additional capital
contributions in the manner herein set forth; or -

(iii) admit additional General Partners.

C. . Project Administration. The General Partner is
autorized to cause the Partnership to employ or engage the
services of such accounting, supervisory and administrative firms
or personnel as may be necessary or desirable for conducting the
business of the Partnership. Such services shall be provided at
cost, when provided by any Partnexr or the affiliates of any
Partner, and where provided by third parties shall be paid for
at commercially reasonable rates.

It is contemplated that monthly unaudited financial state-
ments will be made available to the Partners for each calendar
month by the 20th day of the following month. The Partnership
shall require two authorized signatures on all checks and orders
for payment or transfer of funds of the Partnership. Further,
the Partnership shall establish other reasonable procedures for
the safekeeping and security of its assets, including but not
limited to "No Trespassing" posting of its real property and
watchmen for its salvage yard.

- __ - - D. ~Management Committee. The General Partner may
from time to time seek the adivce of a Management Committee, as
selected from time to time by at least 67% in‘interest of the
Partners. No member of the Committee shall have any liability
as a general partner or otherwise for any obligations of the
Partnership and shall have the benefits of indemnification and
insurance on the same basis as is provided for the General
Partner under Section 7 hereof. The Committee shall initially
have six members, namely: Justin L. Rice, David E. P. Lindh,
Dennis E. Wheeler, Gary L. Rice, J. C. Marshall and Wilfred E.
Gardner, Jr.
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The Committee shall establish reasonable procedures for
meetings, which shall be held on approximately a quarterly
schedule. Unless other procedures are established or ‘agreed to,
the latest edition of Robert's Rules of Order shall be deemed
to govern the activities of the Management Committee.

E. Salvage and Sales Agreements. It is contemplated
that the Partnership will enter into mutually acceptable agree-
ments with Universal Wood & Metal, Inc:..with respect to: ;

(1)  the salvage work, pursuant to a Railroad Salvage Contract
(the "Salvage Contract") and (2) services as sales agent for sale
of the salvaged assets of the Partnership, pursuant to a Sales
Agent Agreement (the "Sales Agreement"). Copies of the forms

of the aforesaid Contract and Agreement have prev1ously been
furnlshed to ‘all Partners.

e INDEMNIFICATION AND INSURANCE The General
Partner shall not be liable, responsible or accountable in
damages to any Limited Partner for any act or omission on
behalf of the Partnershlp performed or omitted by him in
good faith and in a manner reasonably believed by him to be
within the scope of his authority granted by this Agreement
and in the best interests of the Partnership, unless he has
been responsible for gross negligence or willful misconduct
with respect to such acts or omissions. Any loss or damage
incurred by the General Partner by reason of any act or
omission of his (not involving gross negligence or willful
misconduct) shall be paid by the Partnership to the extent
that Partnership net assets are available therefor, and the
Partnership shall indemnify and hold the General Partner
harmless (including the legal representatives of an individual -~
General Partner and the stockholders, directors, officers,
employees and successors of a corporate General Partner)
from and against all such losses or damages; the Limited
Partners shall not have any personal liability to the General
Partner or to the Partnership on account of such losses or
damages, except to the extent of their respective capital
and undistributed net income accounts.

The Partnership shall procure and maintain such
insurance as is available and as the General Partner in its .
best judgment deems to be warranted by the activities and
- investments of the Partnership. The premiums for such
insurance shall be expenses of the Partnership, except where
provided for in the Salvage Contract, shall cover and protect
both the Partnership and all Partners, and shall include,
but not be limited to, public llablllty and automotive
liability, each coverlng bodily injury, death and property
damage; - and workers' compensation and employer's liability
insurance.

8. NONTRANSFERABILITY OF PARTNERS' INTERESTS. No
Partner, General or Limited, may assign any financial interest
in the Partnership, nor may any assignee or other person be
admitted to the Partnership as a substituted Limited Partner
or General Partner without the prior written approval of all
other Partners.
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9, -WITHDRAWAL OR DEATH OF-GE&ERAL PARTNER.

A. - No Voluntary Wlthdrawal The original General
Partner shall not withdraw voluntarily as a General Partner and
shall not sell, assign .or encumber its interest prior to Final
Distribution of the Partnershlp assets without the consent of
all lelted Partners. . ... . S -

TETTE TR By Involuntary W1thdrawa1 -The General Partner
shall be deemed to have -withdrawn involuntarily from the
Partnership upon the occurrence of any of the following
events: :

. (i) If the General Partner is a natural person,
his death or the determination of his incapacity by the
written statement of a dlSlnterested quallfled physician or
a final Court "adjudication;

(ii1) If the General Partner is not a natural . .
person, its involuntary dissolution or liquidation;

(iii) The 1nst1tutlon by or agalnst such General
Partner of any proceedings under the Bankruptcy Act or any
other law for the relief of debtors or for the app01ntment
of a receiver (or the like) for such General Partner's
assets if the same are not stayed within 60 days;

(iv) The execution by such General Partner of an
assignment for the benefit of creditors; or

(v) The removal of the General Partner by the
unanimous written action of the Limited Partners, which
removes the General Partner and appoints a substitute
General Partner.

Upon the withdrawal of a General Partner, the remaining
General Partner(s), if any, or if none, the former General
Partner, or his legal representatives, shall immediately
send notice of such withdrawal to all Partners and there-
after a new General Partner shall be selected in accordance
with the provisions of Section 9C hereof. Upon selection of
a new. General Partner, the business and affairs of the
Partnership shall be continued and the Partnershlp shall not
be terminated.

C. Successor General Partner. In the event of a
withdrawal by a General Partner, the Limited Partners shall
select by unanimous written consent a successor General
Partner,_who shall assume all the duties of the former
General Partner. Any successor General Partner shall join
the Partnership as a General Partner and shall execute an
appropriately amended copy of this Agreement and Certificate.
The interest in the Partnership of the successor General
Partner shall be determined at the time of admission by
agreement between such successor General Partner and at
least 67% in interest of the Limited Partners, provided that
such percentage in interest of Limited Partners shall be at
least equal to the minimum interest required, in the opinion
of the Partnership's tax counsel, for the Partnership to
continue to be taxed as a partnership for federal income tax
purposes.
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D.. .. Termination Payments....After any.involuntary

withdrawal of a General Partner, he or his legal representatives

shall be entitled to a termination payment equal to the amount
which would have been distributed: to him under Section 10D if
the. Partnership had terminated as. of:the date of such withdrawal.
Termination payments hereunder shall be made within 90 days
after the termination of the Partnership, in cash or in property
valued at its fair market value at the tlme of computatlon of

the termlnatlon payment <

7 10. TERMINATION OF THE PARTNERSHIP.

A. Dissolution. The Partnership shall be
terminated and dissolved on the earliest to occur of the
following: -

(i) 'a date designated by the unanlmous written
consent of all Partners; - - o

'(ii) except as provided in (iii) below, the occurrence
of an event specified under the laws of Montana as one
effecting- dissolution; S m e e a R imieen e ome e o

-(iii) the withdrawal of the General Partner, as
provided in Section 9A or B; provided, however, -that upon
the occurrence of such a withdrawal, the Limited Partners
upon the appointment of a successor General Partner, may
elect to continue the Partnership and the Partnership's
business pursuant to Section 9C;

(iv) the sale of substantlally all of the Partner-
shlp s property; or :

(v) 12:00 midnight on December 31, 1987.

. B. . Wlndlng Up of - the Partnership. Upon any
termlnatlon of the Partnership, it shall immediately commence
winding up its affairs. The Partners shall continue to
share net income or losses during the period of winding up,
until liquidation, in the same proportions as before termi--
nation. The General Partner (or if there is no General
Partner,. any liquidating agent designated by a majority in
interest- of the Limited Partners) shall liquidate the
Partnership's assets and shall use its best efforts to do so
expeditiously and advantageously. A reasonable time shall
be allowed for the orderly liguidation of the assets of the
Partnership and the discharge of its liabilities to creditors
so as_to_minimize losses attendant to-a liquidation. -The
proceeds from liquidation of the Partnership's assets, after
payment of the expenses of liquidation, shall be applied and
distributed as set forth in paragraph D.

Ca Accounting upon Termination. In connection -
with the termination of the Partnership, the Partnership
shall furnish to each Partner a statement setting forth its
assets and liabilities valued as of the date of complete
11qu1datlon at their .fair market value. After distribution
of all the assets of the Partnership, the Limited Partners
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- shall cease to be such, and the Generél Partner shall cause
to be executed, acknowledged and filed all documents necessary
.to.cancel . the Certificate and terminate the Partnership.

D.” Distributions on Termination. After payment
-of all Partnership liabilities to creditors, the General
Partner shall set up such reserves as he deems reasonably

- necessary- for any contingent or unforeseen liabilities or
obligations of the Partnership. Such reserves may be paid
over to a bank, or to the Partnership's counsel or accountants,
or any other quallfled agent, to be held in escrow for the
purpose of paying any such contingent or unforeseen liabilities
or obligations and, at the expiration of such period as the
General Partner or liquidator may deem advisable, such
reserves shall be dlstrlbuted to the Partners or their

a551gns as follows-

(1) flrst, if and to the extent that there are
any sums which have been advanced by any Partners to the
Partnership other than as .capital contributions, the principal
amount thereof and the accrued interest thereon, if any,
shall be repaid pro rata unt11 such amounts are paid in
full; and

(ii) thenr among the Partners, in accordance with
their respective interests in the distributions of the
Partnership; provided, that in no event shall the General
Partner receive less than 1% of the aggregate amount so
distributed.

After paying such liabilities and providing for such
reserves, the General Partner or liquidator shall cause the
remaining net assets of the Partnership to be distributed to
and among the Partners in the manner set forth above (the
"Flnal Dlstrlbutlon") P S

-ll. POWER OF ATTORNEY. Each Partner hereby irrevocably
appoints the General Partner, and any successor General
Partners, his attorney-in-fact to execute, acknowledge and
swear to all instruments and file all documents requisite to
carrying out the intention and purpose of this Agreement,
including without limitation the filing of the Certificate
and any business certificates, and amendments thereto, from
time to time as required by applicable law. This appointment
is a power coupled with an interest, in recognition of the
fact that each Partner under this Agreement is relying upon
the power of the General Partner to act as contemplated by
this Agreement in such filings and other action by them on
behalf of the Partnership. The foregoing power of attorney
shall survive the assignment by any Limited Partner of the
whole or any part of his interest hereunder.
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| 12. REPRESENTATIONS, WARRANTIES AND COVENANTS. The
Partnership and. the General Partner, jointly and severally,
represent and warrant to each lelted Partner as follows-

A. Upon the flllng of 1ts Certlflcate, the
Partnership will ‘be duly organized as a limited partnership
under the Statute and will continue as such until termination
of the Partnershlp in accordance with this Agreement or
otherwise in accordance with law.

B. The Partnership, when organized, will have
full power and lawful authority to carry on its business as
presently proposed to be conducted and to own and operate
the assets, property and business that it presently .proposes
to acquire and operate.

C. Each Limited. Partner will become a Limited
Partner of the Partnership, with all rights and benefits
accorded to a Limited Partner of a limited partnership .
organized under the Statute and the exercise of any rlghts
granted -to a Limited Partner by the terms of this Agreement
will not cause any Limited Partner to become liable for the
obligations of the Partnership as a General Partner thereof.

D. The General Partner will have on the date of
admission of Limited Partners into the Partnership a net
worth, determined in accordance with generally accepted
accounting principles, sufficient to satisfy the requirements
of Section 7701(a)(2) of the Code and Section 301.7701-2(a)
of the Regulations thereunder. The General Partner will use
its best efforts in the future to maintain a net worth
sufficient to satisfy such requirements.

E. There are no claims, disputes or proceedings
of any kind, pendlng or threatened involving the Partnership.

Each Partner hereby covenants and agrees with the
Partnershlp and all the other Partners that this Agreement
(including its Exhibits and -the aforesaid Salvage Contract
and ‘Sales Agent Agreement) sets forth the entire understandings
of the parties with respect to the subject matter and
transactions. contemplated hereby. Any and all previous
agreements, understandings and negotiations between or among
the parties and their principals and representatives, whether
wrltten or oral ‘are superseded by - thlS Agreement

13 ~ NON- DISTRIBUTION AGREEMENT Each Limited Partner
hereby represents and warrants to, and agrees with, each
other Partner: that his interest as a Limited Partner has
been purchased with his own funds for his own account for
investment and not with a view to the distribution thereof,
by public sale or other disposition; that he does not intend

-
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to subdivide his purchase with ‘anyone; that such interest
shall not be pledged, .sold or. transferred by him, unless,
prior to-any proposed pledge, sale-or transfer, (a) a Registra-
tion Statement on Form S-1 (or any form replacing such form)
under the Securities Act of 1933 (the "Act") with respect to
the interest proposed to be pledged, sold or transferred
shall then be effective, or (b) the Partnership shall have
received ‘an opinion of counsel ‘in -form and substance satis-
factory to ‘it that such registration is not required because
such transaction complies with Rules or Regulations of the
~Securities and Exchange Commission under the Act or otherwise
does not require registration under the Act; that any cer-
tificate of ownership representing his interest will bear a
legend, in form satisfactory to counsel for the Partnership,
confirming the existence of the provisions of this Section
13; that a stop order prohibiting transfer of his interest
may be filed by the Partnership with its transfer agent, if
any; that he understands that interests in the Partnership
are "restricted securities" as that term is defined in Rule
144 under -the Act and, accordingly, that the interests must
be held indefinitely unless they are subsequently registered
under the Act or unless-an exemption from such reglstratlon
is available and that the Partnership and the General
Partner are under no obligation to register the interests or
to comply with any such exemption; that he is aware that,
pursuant to the provisions of Rule 144, the interests must
be held for at least two years from the date of purchase
and, even after such period, sales of the interests may be
made only in limited amounts in accordance with the terms
and conditions of Rule 144, if applicable, and that, in the
case of unregistered sales to which these Rules are not
applicable, registration under the Act or compliance with
some exemption under the Act will be required; and, that the
availability of Rule 144 is conditioned upon the satisfaction
of a number of requirements, including registration and
timely filing under the Securities Exchange Act of 1934, or
adequate current public information with respect to the
Partnership being available, and the existence of an active
public market permitting sales in "brokers transactions" as
deflned 1n Rule 144 '

-Each-lelted Partner also acknowledges receipt of full
information regarding the Partnership's business and having
had the opportunity to ask questions of and receive answers
from the General Partner, and persons acting on its behalf,
concerning the terms and conditions of the organization of
the Partnership, and having had access to and obtained such
additional financial, operating and other information about
the Partnership, its proposed business and its proposed
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operations as he considered necessary to verify the accuracy
of the ‘information provided to him, and to permit him to be
able to properly evaluate the merits and risks of his investment.
Each Limited Partner represents and warrants that his net
‘'worth and annual income have been accurately disclosed to
the General Partner and that he can afford the economic risk
of the investment in the Partnership by holding his interest
for -an indefinite perlod or, if such should be the case, by
‘taking a complete loss. -~ Each Limited Partner confirms that
he understands that, if an exemption under the Act of the
sale of the interests is not available, such sale would have
- to be registered pursuant to the requirements of the Act,
and that his investment and non-distribution representations
herein are being relied upon by the Partnership and the
other Partners as part of the basis for claiming that his
interest has been sold to him pursuant to exemptions from
the registration provisions of the Act.

14. NOTICES. All notices and other communications
required or contemplated hereunder shall be prepared-in
writing and shall be deemed to have been duly given when
actually delivered or when mailed, by United States mail,
postage prepaid, addressed to the recipient at his address
as shown at that time on the Certificate, as amended from
time to time, on file in the office of the Secretary of
State of the State of Idaho. Any Partner may change the
address to which such notices and communications to him are
to be addressed by written notice to all other Partners
given in such manner. In order to facilitate the giving of
notices, the General Partner shall maintain at the principal
office of the Partnership a current list of the addresses of
the Partners as shown on the Certificate, modified by any
notices of changes of address delivered to the General
Partner pursuant to this Section 14. A notice shall be
deemed properly addressed if sent to a Partner's address as
set forth on the list so maintained.

15. LIMITED PARTNERSHIP CERTIFICATE. The Partners
shall upon making their respective capital contributions or
upon the request of the General Partner execute and acknowledge
a Certificate as required by the Statute. The General
Partner shall cause the Certificate to be filed in the
office of the Secretary of State of the State of Idaho
and any other offices where such a filing is required by
law. The Partners shall perform any appropriate further
acts and shall execute and acknowledge, and the General
Partner shall cause to be filed and recorded, any and all
other certificates and documents required by law in connection -
with the formation, operation, termination and dissolution
of the Partnership, including without limitation any amendment
to or cancellation of the Certificate.
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16. RESIDENT OFFICE AND AGENT. The registered office and
place of business of the initial registered office of the corporation
shall be 412 River Street, Wallace, Idaho 83873, and the name of
its 1n1t1a1 reglstered agent at such offlce is Justin L. Rice.

17. M;§Q£LLAMEOQS AThls-Agreement and Certlficate'shall
be construed and enforced in accordance with the laws of Idaho
and may be executed in one or more counterparts, and with one or
more signature pages for Limited Partners in the form attached
hereto, each counterpart being deemed an original, but all of which
together shall constitute one and the same.Agreement and Certlflcate.

ThlS Agreement may be amended by a wrltten instrument executed
by the General Partner and consented to by all Limited Partners.
This Agreement and Certificate embodies the complete understanding
of the parties hereto with respect to the subject matter hereof
and, except as otherwise specified herein, shall be binding upon
and shall inure to the benefit of their respective heirs, executors,
administrators, successors and assigns.

IN WITNESS WHEREOF the Partners have duly executed this

Limited Partnership Agreement and Certificate of Limited Partnership
under_seal on or as of the date first above written.

GENERAL_PARTNER

Royal Apex Corporation

By ZQMM ' , $___10.00

J stin L. Rice, President

STATE OF IDAHO )
: P .,..)_,_SS. . - it
COUNTY OF SHOSHONE ) January __A4th_, 1983
Then personally appeared Justin L.. Rice, to me known and
known to me to be the President of Royal Apex Corporation, a Montana
Corporation, and acknowledged the foregoing Limited Partnership
Agreement and Certificate of Limited Partnership to be true and
the free act and deed of said corporation, duly authorized by its
Board of Directors, before me. S

..\"" ‘ ‘ , } ” ‘I/,' . / m/

Notary Pubdic

f.\}:' \/ y k My commission expires:/Z-42-&+4
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LIMITED PARTNERS

CAPITAL CONTRIBUTION

Royal Apex Corporation

By//QZLQJZ' 52:25%Eiz2 s 590,00

{ Sfustin L. Rice, President
- and Registered Agent

STATE OF IDAHO )
) ss.

COUNTY OF SHOSHONE ) January _4th, 1983

Then personally appeared Justin L. Rice, to me known
and known to me to be the President of Royal Apex Corporation,
a Montana corporation, and acknowledged the foregoing Limited
Partnership Agreement and Certificate of Limited Partnership
to be true and the free act and deed of said corporation, duly
authorized by its Board of Directors, before me.

\\\H)HHH/;,,

p T g My commission expires: /0-924 -84

UNIVERSAL WOOD & METAL, INC.

By $___300.00
. Marshall, President
STATE OF IDAHO ) -
: ) ss.
COUNTY OF SHOSHONE ) January 4th , 1983

Then personally appeared to me J. C. Marshall, to me
known and known to me to be the President of Universal Wood
& Metal, Inc., an Idaho corporation, and acknowledged the
foregoing Limited Partnership Agreement and Certificate of
Limited Partnership to be true and the free act and deed of
said corporatlon, dUlj authorized by its Board of Directors,
before me. ...

o ) ; %ﬁotggy Publié

il e My commission expires: /J-22-§4
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PRICHARD RESOURCES COMPANY-

By : $ 100.00

Wilfred E. Gardner, dr},
President
STATE OF IDAHO ' )
‘) B8. . -
COUNTY OF SHOSHONE ) January 4th , 1983

Then personally appeared to me Wilfred E. Gardner, Jr., :to
me known and known to me to be the President of Prichard
Resources Company, an Idaho corporation, and acknowledged the
foregoing Limited Partnership Agreement and Certificate of
Limited Partnership to be true and the free act and deed of said
corporation, duly authorized by its Board of Directors, before
me. :

\mmmwm

XKD

'v’,'

\()a Ay fu.”.)

S My commission expires: /4-Q2-84
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EXHIBIT A

UNIVERSAL-ROYAL APEX LIMITED PARTNERSHIP, _ & '3

GENERAL PARTNER

Royal Apex Corporation

C/0 Keller, Reynolds,
Drake, Sternhagen &
Johnson

South Annex Power Bldg.

Helena, Montana 59601

LIMITED PARTNERS

Royal Apex Corporation

C/0 Keller, Reynolds,
Drake, Sternhagen &
Johnson

South Annex Power Bldg.

Helena, Montana 59601

Capital_ Percentage
Contribution Interest

$  10.00 1.0%

590.00 59.0%

Prichard Resources Company

307 Cedar Street
Wallace, Idaho 83873

Universal Wood & Metal,
1000 WEst Silver Road
Post Office Box 99

100.00 10.0%

Inc.

Smelterville, Idaho 83868 300.00 30.0%

TOTALS $ 1,000.00 100.0%
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EXHIBIT B

ADVANCES ON BEHALF OF THE PARTNERSHIP

Date - Description Amount
on or before Universal-deposit on $ 25,000.00
10/26/82 Contract

11/11/82 - - . Universal-deposit on 100,000.00
- : Contract (borrowed
from Heller)

12-6-82 Universal-further deposit . 100,000.00
on Contract, extension
(repayment to Coeur d'Alene
Mines Corporation)




. STATE OF IDAHO
Department of State
: : Boise, Idaho : N
Approved filed and admltted to the

corporatlon records of}_'the State
“of ldaho - :

Jénuary 27755 1983

" 8:49 a.m = ,7:




TITLE 53, CHAPTER 2, IDAHO CODE

IDAHO LIMITED PARTNERSHIP ACT

53-201. DEFINITIONS. As used in this chapter, unless the
context otherwise requires:

(1) "Certificate of limited partnership" means the certificate
referred to in section 53-208, Idaho Code, and the certificate as
amended.

(2) "Contribution"™ means any cash, other property, tangible or
intangible, or labor or services actually performed, which a partner
contributes to a limited partnership in his capacity as a partner.

(3) T"Event of withdrawal of a general partner" means an event
that causes a person to cease to be a general partner as provided in
section 53-223, Idaho Code. :

(4) "Foreign limited partnership™ means a partnership formed
under the laws of any state other than this state and having as
partners one or more general partners and one or more limited
partners.

(5) "General partner" means a person who has been admitted to a
limited partnership as a general partner in accordance with the
partnership agreement and named in the certificate of limited
partnership as a general partner.

(6) "Limited partner" means a person who has been admitted to a
limited partnership as a limited partner in accordance with the
partnership agreement and named in the certificate of limited
partnership as a limited partner.

(7) "Limited partnership" and "domestic limited partnership"
mean a partnership formed by two (2) or more persons under the laws
of this state and having one or more general partners and one or
more limited partners.

(8) "Partner" means a limited or general partner.

(9) "Partnership agreement" means any valid agreement, written
or oral, of the partners as to the affairs of a limited partnership
and the conduct of its business.

(10) "Partnership interest" means a partner's share of the
profits and losses of a limited partnership and the right to receive
distributions of partnership assets.

(11) "Person" means a natural person, partnership, limited
partnership (domestic or foreign), trust, estate, association, or
corporation.

(12) *"state" means a state, territory, or possession of the
United States, the District of Columbia, or the Commonwealth of
Puerto Rico.




53-202. NAME. The name of each limited partnership as set
forth in its certificate of limited partnership:

(1) shall contain without abbreviation the words "limited

partnership”;

(2) May not contain the name of a limited partner unless (i) it

is also the name of a general partner or the corporate name of a

corporate general partner, or (ii) the business of the limited

partnership had been carried on under that name before the

admission of that limited partner;

(3) May not contain any word or phrase indicating or implying

that it is organized other than for a purpose stated in its

certificate of limited partnership;

(4) May not be the same as, or deceptively similar to, the name

of any corporation or limited partnership orgahized under the

laws of this state or licensed or registered as a foreign

corporation or limited partnership in this state; and

(5) May not contain the following words or abbreviations:

"corporation®, "incorporated", "corp.", and "inc."

53-203. RESERVATION OF NAME. (a) The exclusive right to the
use of a name may be reserved by:

(1) Any person intending to organize a limited partnership

under this chapter and to adopt that name;

(2) Any domestic limited partnership or any foreign limited

partnership registered in this state which, in either case,

intends to adopt that name;

(3) Any foreign limited partnership intending to register in

this state and adopt that name; and

(4) Any person intending to organize a foreign limited

partnership and intending to have it register in this state and

adopt that name.

(b) The reservation shall be made by filing with the secretary
of state an application, executed by the applicant, to reserve a
specified name. If the secretary of state finds that the name is
available for use by a domestic or foreign limited partnership, he
shall reserve the name for the exclusive use of the applicant for a
period of four (4) months. A name reservation may be renewed at or
after the expiration of any four (4) month reservation period by
filing a new name reservation in writing, along with the required
fee; provided, that at the end of any such reservation period there
is not on file in the office of the secretary of state a competing
name reservation which is to take effect at the expiration of the
existing reservation. Competing reservations will have priority in
order of receipt. The right to the exclusive use of a reserved name
may be transferred to any other person by filing in the office of
the secretary of state a notice of the transfer, executed by the
applicant for whom the name was reserved and specifying the name and
address of the transferee.




53-204. REGISTERED AGENT. Each limited partnership shall
continuously maintain in this state a registered agent for service
of process on the limited partnership, which agent must be an
individual resident of this state, a domestic corporation, or a
foreign corporation authorized to do business in this state.

53-205. RECORDS TO BE KEPT. Each limited partnership shall
keep the following: (1) a current list of the full name and last
known business address of each partner set forth in alphabetical
order, (2) a copy of the certificate of limited partnership and all
certificates of amendment thereto, together with executed copies of
any powers of attorney pursuant to which any certificate has been
executed, (3) copies of the limited partnership's federal, state and
local income tax returns and reports, if any, for;the three (3) most
recent years, and (4) copies of any then effective written
partnership agreements and of any financial statements of the
limited partnership for the three (3) most recent years. Those
records are subject to inspection and copying at the reasonable
request, and at the expense, of any partner during ordinary business
hours.

53-206. NATURE OF BUSINESS. A limited partnership may transact
any business that a partnership without limited partners may
transact.

53-207. BUSINESS TRANSACTIONS OF PARTNER WITHIN PARTNERSHIP.
Except as provided in the partnership agreement, a partner may lend
money to and transact other business with the limited partnership
and, subject to other applicable law, has the same rights and
obligations with respect thereto as a person who is not a partner.

53-208. CERTIFICATE OF LIMITED PARTNERSHIP. (a) In order to
form a limited partnership two (2) or more persons must execute a
certificate of limited partnership. The certificate shall be filed
in the office of the secretary of state and set forth:

(1) The name of the limited partnership;

(2) The general character of its business;

(3) The name and address of the registered agent for service of

process required to be maintained by section 53-204, Idaho Code:

(4) The name and the business address of each

partner (specifying separately the general partners and limited

partners);

(5) The amount of cash and a description and statement of the

agreeed value of the other property or labor or services

contributed by each partner;

(6) The times at which or events on the happening of which any

additional contributions agreed to be made by each partner are

to be made;

(7) Any power of a limited partner to grant the right to become

a limited partner to an assignee of any part of his partnership




interest, and the terms and conditions of the power;

(8) 1If agreed upon, the time at which or the events on the

happening of which a partner may terminate his membership in the

limited partnership and the amount of, or the method of
determining, the distribution to which he may be entitled
respecting his partnership interest, and the terms and
conditions of the termination and distribution;

(9) Any right of a partner to receive distributions of

property, including cash from the limited partnership;

(10) Any right of a partner to receive, or of a general partner

to make, distributions to a partner which include a return of

all or any part of the partner's contribution;

(11) Any time at which or events upon the happening of which

the limited partnership is to be dissolved and its affairs wound

up; '

(12) Any right of the remaining general partners to continue

the business on the happening of an event of withdrawal of a

general partner; and

(13) Any other matters the partners determine to include

therein.

(b) A limited partnership is formed at the time of the filing
of the certificate of limited partnership in the office of the
secretary of state or any later time specified in the certificate of
limited partnership if, in either case, there has been substantial
compliance with the requirements of this section.

53-209. AMENDMENT TO CERTIFICATE. (a) A certificate of limited
partnership is amended by filing a certificate of amendment thereto
in the office of the secretary of state. The certificate shall set
forth:

(1) The name of the limited partnership;

(2) The date of filing the certificate; and

(3) The amendment to the certificate.

(b) Within thirty (30) days after the happening of any of the
following events, an amendment to a certificate of limited
partnership reflecting the occurrence of the event or events shall
be filed:

(1) A change in the amount or character of the contribution of

any partner, or in any partner's obligation to make a -

contribution; provided, however, that a change consisting
exclusively of a gift of a limited partnership interest between
existing limited partners shall be excluded from the requirement
to file an amendment to the certificate of limited partnership;

(2) The admission of a new partner;

(3) The withdrawal of a partner;

(4) The continuation of the business under section 53-244,

Idaho Code, after an event of withdrawal of a general partner; or

(5) A change of the name or address of the registered agent.

(c) A general partner who becomes aware that any material
statement in a certificate of limited partnership was false when




made or that any arrangements or other facts described have changed,
making the certificate inaccurate in any material respect, shall
promptly amend the certificate, but an amendment to show a change of
address of a limited partner need be filed only once every twelve
(12) months.

(d) A certificate of limited partnership may be amended at any
time for any other proper purpose the general partners determine.

53-210. CANCELLATION OF CERTIFICATE. A certificate of limited
partnership shall be cancelled upon the dissolution and the
commencement of winding up of the partnership or at any other time
there are no limited partners. A certificate of cancellation shall
be filed in the office of the secretary of state and set forth:

(1) The name of the limited partnership;

(2) The date of filing of its certificate of 'limited

partnership;

(3) The reason for filing the certificate of cancellation;

(4) The effective date (which shall be a date certain) of

cancellation if it is not to be effective upon the filing of the

certificate; and

(5) Any other information the general partners filing the

certificate determine.

53-211. EXECUTION OF CERTIFICATES. (a) Each certificate
required by sections 53-208 through 53-216, Idaho Code, to be filed
in the office of the secretary of state shall be executed in the
following manner:

(1) An original certificate of limited partnership must be

signed by all partners named therein;

(2) A certificate of amendment must be signed by at least one

(1) general partner and by each other partner designated in the

certificate as a new partner or whose contribution is described

as having been increased; and

(3) A certificate of cancellation must be signed by all general

partners;

(b) Any person may sign a certificate by an attorney-in-fact,
but a power of attorney to sign a certificate relating to the
admission, or increased contribution, of a partner must spec1f1ca11y
describe the admission or increase.

53-212. AMENDMENT OR CANCELLATION BY JUDICIAL ACT. 1If a person
required by the provisions of section 53-211, Idaho Code, to execute
a certificate of amendment or cancellation fails or refuses to do
so, any other partner, and any assignee of a partnership interest,
who is adversely affected by the failure or refusal, may petition
the district court to direct the amendment or candellation. If the
court finds that the amendment or cancellation is proper and that
any person so designated has failed or refused to execute the
certificate, the court may order that the certificate shall be filed
by the secretary of state without such person's signature.




53-213. FILING IN OFFICE OF SECRETARY OF STATE. (a) Two (2)
signed copies of the certificate of limited partnership and of any
certificates of amendment or cancellation (or of any judicial decree
of amendment or cancellation) shall be delivered to the secretary of
state. A person who executes a certificate as an agent or fiduciary
need not exhibit evidence of his authority as a prerequisite to
filing. Unless the secretary of state finds that any certificate
does not conform to law, upon receipt of all filing fees required by
law he shall:

(1) Endorse on each duplicate original the word "Filed" and the

day, month and year of the filing thereof;

(2) File one (1) duplicate original in his office; and

(3) Return the other duplicate original to the person who filed

it or his representative.

(b) Upon the filing of a certificate of amendment (or judicial
decree of amendment) in the office of the secretary of state, the
certificate of limited partnership shall be amended as set forth
therein, and upon the effective date of a .certificate of
cancellation (or a judicial decree thereof), the certificate of
limited partnership is cancelled.

53-214. LIABILITY FOR FALSE STATEMENT IN CERTIFICATE. If any
certificate of limited partnership or certificate of amendment or
cancellation contains a false statement, one who suffers loss by
reliance on the statement may recover damages for the loss from:

(1) Any person who executes the certificate, or causes another
to execute it on his behalf, and knew, and any general partner who
knew or should have known, the statement to be false at the time the
certificate was executed; and

(2) Any general partner who thereafter knows or should have
known that any arrangement or other fact described in the
certificate has changed, making the statement inaccurate in any
material respect within a sufficient time before the statement was
relied upon reasonably to have enabled that general partner to
cancel or amend the certificate, or to file a petition for its
cancellation or amendment under section 53-212, Idaho Code.

53-215. NOTICE. The fact that a certificate of limited
partnership is on file in the office of the secretary of state is
notice that the partnership is a limited partnership and the persons
designated therein as limited partners are limited partners, but it
is not notice of any other fact.

53-216. DELIVERY OF CERTIFICATES TO LIMITED PARTNERS. Upon the
return by the secretary of state pursuant to section 53-213, Idaho
Code, of a certificate marked "Filed", the general partners shall
promptly deliver or mail a copy of the certificate to each limited
partner unless the partnership agreement provides otherwise.




53-217. ADMISSION OF ADDITIONAL LIMITED PARNERS. (a) After
the filing of a limited partnership's original certificate of
limited partnership, a person may be admitted as an additional
limited partner:

(1) In the case of a person acquiring a partnership interest

directly from the limited partnership, upon the compliance with

the partnership agreement or, if the partnership agreement does
not so provide, upon the written consent of all partners; and

(2) 1In the case of an assignee of a partnership interest of a

partner who has the power, as provided in section 53-242, :Idaho

Code, to grant the assignee the right to become a limited

partner, upon the exercise of that power and compliance with any

conditions limiting the grant or exercise of the power.

(b) In each case under subsection (a) hereof, the person
acquiring the partnership interest becomes a limited partner only
upon amendment of the certificate of limited partnership reflecting
the fact.

53-218. VOTING. Subject to section 53-219, Idaho Code, the
partnership agreement may grant to all or a specified group of the
limited partners the right to vote (on a per capita or other basis)
upon any matter.

53-219. LIABILITY TO THIRD PARTIES. (a) Except as provided in
subsection (d) of this section, a limited partner is not liable for
the obligations of a limited partnership unless he is also a general
partner or, in addition to the exercise of his rights and powers as
a limited partner, he takes part in the control of the business.
However, if the limited partner's participation in the control of
the business is not substantially the same as the exercise of the
powers of a general partner, he is liable only to persons who
transact business with the limited partnership with actual knowledge
of his participation in control.

(b) A limited partner does not participate in the control of the
business within the meaning of subsection (a) hereof solely by doing
one or more of the following:

(1) Being a contractor for or an agent or employee of the
limited partnership or of a general partner;

(2) Consulting with and advising a general partner with respect

to the business of the limited partnership;

(3) Acting as surety for the limited partnership;

(4) Approving or disapproving an amendment to the partnership

agreement; or

(5) Voting on one or more of the following matters:

i) the dissolution and winding up of the limited
partnership;

(ii) the sale, exchange, lease, mortgage, pledge, or other
transfer of all or substantially all of the assets of the
limited partnership other than in the ordinary course of
its business; '




(iii) the incurrence of indebtedness by the limited
partnership other than in the ordinary course of its
business;

(iv) a change in the nature of the business; or

(v) the removal of a general partner.

(c) The enumeration in subsection (b) hereof does not mean that
the possession or exercise of any other powers by a limited partner
constitutes participation by him in the business of the limited
partnership.

(d) A limited partner who knowingly permits his name to be used
in the name of the limited partnership, except under circumstances
permitted by section 53-202(2)(i), Idaho Code, is liable to
creditors who extend credit to the limited partnership without
actual knowledge that the limited partner is not a general partner.

53-220. PERSON ERRONEOUSLY BELIEVING HIMSELF LIMITED PARTNER.
(a) Except as provided in subsection (b) of this section, a person
who makes a contribution to a business enterprise and erroneously,
but in good faith, believes that he has become a limited partner in
the enterprise is not a general partner in the enterprise and is not
bound by its obligations by reason of making the contribution,-
receiving distributions from the enterprise, or exercising any
rights of a limited partner, if, on ascertaining the mistake, he:

(1) Causes an appropriate certificate of limited partnership or

certificate of amendment to be executed and filed; or

(2) Withdraws from future equity participation in the

enterprise.

(b) A person who makes a contribution of the kind described in
subsection (a) hereof is liable as a general partner to any third
party who transacts business with the enterprise (i) before the
person withdraws and, if the enterprise is a limited partnership, an
appropriate certificate is filed to show withdrawal, or (ii) before
an appropriate certificate is filed to show his status as a limited
partner and, in the case of an amendment, after expiration of the
thirty (30) day period for filing an amendment relating to the
person as a limited partner under section 53-209, Idaho Code, but in
either case only if the third party actually believed in good faith
that the person was a general partner at the time of the transaction.

53-221, INFORMATION. Each limited partner, either in person or
by an attorney in fact, has the right to:
(1) 1Inspect and copy any of the partnership records required to
be maintained by section 53-205, Idaho Code; and
(2) Obtain from the general partners from time to time upon
reasonable demand (i) true and full information regarding the
state of the business and financial condition of the limited
partnership, ii) promptly after becoming available, a copy of
the limited partnership's federal, state and local income tax
returns for each year, and (iii) other information regarding
the affairs of the limited partnership as is just and reasonable.




53-222. ADMISSION OF ADDITIONAL GENERAL PARTNERS. After the
filing of a limited partnership's origianl certificate of limited
partnership, additional general partners may be admitted only with
the specific written consent of each partner.

53-223. EVENTS OF WITHDRAWAL OF GENERAL PARTNER. Except as
approved by the specific written consent of all partners at the
time, a person ceases to be a general partner of a limited
partnership upon the happening of any of the following events:

(1) The general partner withdraws from the limited partnership

as provided in section 53-232, Idaho Code;

(2) The general partner ceases to be a member of the limited

partnership as provided in section 53-240, Idaho Code;

(3) The general partner is removed as a general partner in

accordance with the partnership agreement;

(4) Unless otherwise provided in the certificate of limited

partnership, the general partner (i) makes an assignment for the

benefit of creditors; (ii) files a voluntary petition in

bankruptcy; (iii) is adjudicated a bankrupt or insolvent; (iv)

files a petition or answer seeking for himself any '

reorganization, arrangement, composition, readjustment,
liquidation, dissolution or similar relief under any statute,
law, or regulation; (v) files an answer or other pleading

admitting or failing to contest the material allegations of a

petition filed against him in any proceeding of this nature; or

(vi) seeks, consents to, or acquiesces in the appointment of a

trustee, receiver, or liquidator of the general partner or of

all or any substantial part of his properties;

(5) Unless otherwise provided in the certificate of limited

partnership, one hundred twenty (120) days after the

commencement of any proceeding against the general partner
seeking reorganization, arrangement, composition, readjustment,
liquidation, dissolution or similar relief under any statute,
law or regulation, the proceeding has not been dismissed, or if
within ninety (90) days after the appointment without his
consent or acquiescence of a trustee, receiver, or liquidator of
the general partner or of all or any substantial part of his
properties, the appointment is not vacated or stayed or within
ninety (90) days after the expiration of any such stay, the
appointment is not vacated;

(6) In the case of a general partner who is a natural person:

(i) his death; or
(ii) the entry by a court of competent jurisdiction
adjudicating him incompetent to manage his person or estate;

(7) 1In the case of a general partner who is acting as a general

partner by virtue of being a trustee of a trust, the termination

of the trust (but not merely the substitution of a new trustee);

(8) In the case of a general partner that is a separate

partnership, the dissolution and commencement of winding up of

the separate partnership;




(9) 1In the case of a general partner that is a corporation, the
filing of a certificate of dissolution, or its equivalent, for
the corporation or the revocation of its charter; or

(10) 1In the case of an estate, the distribution by the
fiduciary of the estate's entire interest in the partnership.

53-224. GENERAL POWERS AND LIABILITIES. Except as provided in
this chapter or in the partnership agreement, a general partner of a
limited partnership has the rights and powers and is subject to the
restrictions and liabilites of a partner in a partnership without
limited partners.

53-225. CONTRIBUTIONS BY GENERAL PARTNER. A general partner of
a limited partnership may make contributions to the partnership and
share in the profits and losses of, and distributions from, the
limited partnership as a general partner. A general partner also
may make contributions to and share in profits, losses, and
distributions as a limited partner. A person who is both a general
partner and a limited partner has the rights and powers, and is
subject to the restrictions and liabilities, of a general partner
and, except as provided in the partnership agreement, also has' the
powers, and is subject to the restrictions, of a limited partner to
the extent of his participation in the partnership as a limited
partner.

53-226. VOTING. The partnership agreement may grant to all or
certain identified general partners the right to vote (on a per
capita or any other basis), separately or with all or any class of
the limited partners, on any matter.

53-227. FORM OF CONTRIBUTION. The contribution of a partner
may be in cash, other tangible property, intangible property, or
labor or services actually performed.

53-228. (RESERVED).

53-229. SHARING OF PROFITS AND LOSSES. The profits and losses
of a limited partnership shall be allocated among the partners, and
among classes of partners, in the manner provided in the partnership
agreement. If the partnership agreement does not so provide,
profits and losses shall be allocated on the basis of value (as
stated in the certificate of limited partnership) of the
contributions made by each partner to the extent they have been
received by the partnership and have not been returned.

53-230. SHARING OF DISTRIBUTIONS. Distributions of cash or
other assets of a limited partnership shall be allocated among the
partners, and among classes of partners, in the manner provided in
the partnership agreement. If the partnership agreement does not so
provide, distributions shall be:made on the basis of the value (as
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stated in the certificate of limited partnership) of the
contributions made by each partner to the extent they have been
received by the partnership and have not been returned.

53-231. INTERIM DISTRIBUTIONS. Except as provided in sections
53-231 through 53-238, Idaho Code, a partner is entitled to receive
distributions from a limited partnership before his withdrawal from
the limited partnership and before the dissolution and winding up
thereof:

(1) To the extent and at the times or upon the happening of the

events specified in the partnership agreement; and '

(2) If any distribution constitutes a return of any part of

his contribution under section 53-238(b), Idaho Code, to the

extent and at the times or upon the happening of the events
specified in the certificate of limited partnership.

53-232. WITHDRAWAL OF GENERAL PARTNER. A general partner may
withdraw from a limited partnership at any time by giving written
notice to the other partners, but if the withdrawal violates the
partnership agreement, the limited partnership may recover from the
withdrawing general partner damages for breach of the partnership
agreement and offset the damages against the amount otherwise
distributable to him.

53-233. WITHDRAWAL OF LIMITED PARTNER. A limited partner may
withdraw from a limited partnership at the time or upon the
happening of events specified in the certificate of limited
partnership and in accordance with the partnership agreement. If
the certificate does not specify the time or the events upon the
happening of which a limited partner may withdraw or a definite time
for the dissolution and winding up of the limited partnership, a
limited partner may withdraw upon not less than six (6) months'
prior written notice to each general partner at his address on the
books of the limited partnership at its office in this state.

53-234. DISTRIBUTION UPON WITHDRAWAL. Except as provided in
sections 53-231 through 53-238, Idaho Code, upon withdrawal any
withdrawing partner is entitled to receive any distribution to which
he is entitled under the partnership agreement and, if not
otherwise provided in the agreement, he is entitled to receive,
within a reasonable time after withdrawal, the fair value of his
interest in the limited partnership as of the date of withdrawal
based upon his right to share in distributions from the limited
partnership.

53-235. DISTRIBUTION IN KIND. Except as provided in the
certificate of limited partnership, a partner, regardless of the
nature of his contribution, has no right to demand and receive any
distribution from a limited partnership in any form other than in
cash. Except as provided in the partnership agreement, a partner
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may not be compelled to accept a distribution of any asset in kind
from a limited partnership to the extent that the percentage of the
asset distributed to him exceeds a percentage of that asset which is
equal to the percentage in which he shares in distributions from the
limited partnership.

53-236. RIGHT TO DISTRIBUTION. At the time a partner becomes
entitled to receive a distribution, he has the status of, and is
entitled to all remedies available to, a creditor of the limited
partnership with respect to the distribution.

53-237. LIMITATIONS ON DISTRIBUTION. A partner may not receive
a distribution from a limited partnership to the extent that, after
giving effect to the distribution, all liabilities of the limited
partnership, other than liabilites to partners on ‘account of their
partnership interests, exceed the fair value of the partnership
assets.

53-238. LIABILITY UPON RETURN OF CONTRIBUTION. (a) 1If a
partner has received the return of any part of his contribution
without violation of the partnership agreement or this chapter, he
is liable to the limited partnership for a period of one (1) year
thereafter for the amount of the returned contribution, but only to
the extent necessary to discharge the limited partnership's
liabilities to creditors who extended credit to the limited
partnership during the period the contribution was held by the
partnership.

(b) If a partner has received the return of any part of his
contribution in violation of the partnership agreement or this
chapter, he is liable to the limited partnership for a period of six
(6) years thereafter for the amount of the contribution wrongfully
returned.

(c) A partner receives a return of his contribution to the
extent that a distribution to him reduces his share of the fair
value of the net assets of the limited partnership below the value
(as set forth in the certificate of limited partnership) of his
contribution which has not been distributed to him.

53-239. NATURE OF PARTNERSHIP INTEREST. A partnership interest
is personal property.

53-240. ASSIGNMENT OF PARTNERSHIP INTEREST. Except as provided
in the partnership agreement, a partnership interest is assignable
in whole or in part. An assignment of a partnership interest does
not dissolve a limited partnership or entitle the assignee to become
or to exercise any rights of a partner. An assignment entitles the
assignee to receive, to the extent assigned, only the distribution
to which the assignor would be entitled. Except as provided in the
partnership agreement, a partner ceases to be a partner upon
asssignment of all his partnership interest.




53-241. RIGHTS OF CREDITOR. On application to a court of
competent jurisdiction by any judgment creditor of a partner, the
court may charge the partnership interest of the partner with
payment of the unsatisfied amount of the judgment with interest. To
the extent so charged, the judgment creditor has only the rights of
an assignee of the partnership interest. This chapter does not
deprive any partner of the benefit of any exemption laws applicable
to his partnership interest.

53-242. RIGHTS OF ASSIGNEE TO BECOME LIMITED PARTNER. (a) An
assignee of a partnership interest, including an assignee of a
general partner, may become a limited partner if and to the extent
that (1) the assignor gives the assignee that right in accordance
with authority described in the certificate of limited partnership,
or (2) all other partners consent.

(b) An assignee who has become a limited partner has, to the
extent assigned, the rights and powers, and is subject to the
restrictions and liabilities, of a limited partner under the
partnership agreement and this chapter. An assignee who becomes a
limited partner also is liable for the obligations of his assignor
to make and return contributions as provided in sections 55-231
through 55-238, Idaho Code. However, the assignee is not obligated
for liabilities unknown to the assignee at the time he became a
limited partner and which could not be ascertained from the
certificate of limited partnership.

(c) 1If an assignee of a partnership interest becomes a limited
partner, the assignor is not released from his liability to the
limited partnership under sections 53-214 and 53-228, Idaho Code.

53-243. POWER OF ESTATE OF DECEASED OR INCOMPETENT PARTNER. If
a partner who is an individual dies or a court of competent
jurisdiction adjudges him to incompetent to manage his person or his
property, the partner's personal representative, administrator,
conservator, or other legal representative may exercise all the
partner's rights for the purpose of settling his estate or
administering his property, including any power the partner had to
give an assignee the right to become a limited partner. 1If a
partner is a corporation, trust, or other entity and is dissolved or
terminated, the powers of that partner may be exercised by its legal
representative or successor.

53-244. NONJUDICIAL DISSOLUTION. A limited partnership is
dissolved and its affairs shall be wound up upon the happening of
the first to occur of the following:

(1) At the time or upon the happening of events specified in

the certificate of limited partnership;

(2) Written consent of all partners;

(3) An event of withdrawal of a general partner unless at the

time there is at least one (1) other general partner and the




certificate of limited partnership permits the business of the
limited partnership to be carried on by the remaining general
partner and that partner does so, but the limited partnership is
not dissolved and is not required to be wound up by reason of
any event of withdrawal, if, within ninety (90) days after the
withdrawal, all partners agree in writing to continue the
business of the limited partnership and to the appointment of
one or more additional general partners if necessary or desired;
or

(4) Entry of a decree of judicial dissolution under section
53-245, Idaho Code.

53-245. JUDICIAL DISSOLUTION. On application by or for a
partner the district court may decree dissolution of a limited
partnership whenever it is not reasonably practicable to carry on
the business in conformity with the partnership agreement.

53-246. WINDING UP. Except as provided in the partnership
agreement, the general partners who have not wrongfully dissolved a
limited partnership or, if none, the limited partners, may wind up
the limited partnership's affairs; but the district court may wind
up the limited partnership's affairs upon application of any
partner, his legal representative, or assignee.

53-247. DISTRIBUTION OF ASSETS. Upon the winding up of a
limited partnership, the assets shall be distributed as follows:

(1) To creditors other than partners;

(2) To limited partners who are creditors, in satisfaction of

liabilities of the limited partnership other than liabilities

for distributions to partners under section 53-231 or 53-234,

Idaho Code;

(3) To general partners who are creditors, in satisfaction of

liabilites of the limited partnership other than liabilites for

distributions to partners under section 53-231 or 53-234, Idaho

Code;

(4) Except as provided in the partnership agreement, to

partners and former partners in satisfaction of liabilites for

distributions under section 53-231 or 53-234, Idaho Code;

(5) Except as provided in the partnership agreement, to limited

partners for the return of their contributions;

(6) Except as provided in the partnership agreement, to general

partners for the return of their contributions;

(7) Except as provided in the partnership agreement, to limited

partners respecting their partnership interests, in the

proportions in which the limited partners share in

distributions; and

(8) Except as provided in the partnership agreement, to general

partners respecting their partnership interests, in the

proportions in which the general partners share in distributions.




53-248. LAW GOVERNING FOREIGN LIMITED PARTNERSHIPS. Subject to
the constitution of this state, (i) the laws of the state under
which a foreign limited partnership is organized govern its
organization and internal affairs and the liability of its limited
partners, and (ii) a foreign limited partnership may not be denied
admission by reason of any difference between those laws and the
laws of this state.

53-249., ADMISSION OF FOREIGN LIMITED PARTNERSHIPS. Before
transacting business in this state, a foreign limited partnership
shall make application to the secretary of state. 1In order to be
admitted, a foreign limited partnership shall submit to the
secretary of state, in duplicate, an application for registration as
a foreign limited partnership, signed and verified by a general
partner and setting forth:

(1) The name of the foreign limited partnership and, if

different, the name under which it proposes to be authorized to

transact business in this state;

(2) The state and date of its formation;

(3) The general character of the business it proposes to

transact in this state;

(4) The name and address of any registered agent for service of

process on the foreign limited partnership whom the foreign

limited partnership elects to appoint; the agent must be an

individual resident of this state, a domestic corporation, or a

foreign corporation having a place of business in, and

authorized to do business in, this state;

(5) The address of the office required to be maintained in the

state of its organization by the laws of that state or, if not

so required, of the principal office of the foreign limited
partnership; and

(6) The name and address of each general partner and of each

limited partner whose contribution is equal to or greater than

five per cent (5%) of the total contribution of all partners.
The application will be accompanied by a certificate certifying to
the lawful existence of the limited partnership, issued by the
proper officer of the jurisdiction in which the certificate of
limited partnership is filed or recorded. ’

53-250. ISSUANCE OF CERTIFICATE OF REGISTRATION -- FOREIGNM
LIMITED PARTNERSHIPS. (a) If the secretary of state finds that an
application for registration conforms to law and all requisite fees
have been paid, he shall:

(1) Endorse on the application the word "Filed", and the month,

day, and year of the filing thereof;

(2) File in his office a duplicate original of the application;

and

(3) 1Issue a certificate of registration.




(b) The certificate of registration, together with a duplicate
original of the application, shall be returned to the person who
filed the application or his representative.

53-251. CHANGE OF REGISTERED AGENT OF FOREIGN LIMITED
PARTNERSHIP OR ITS ADDRESS. A foreign limited partnership
authorized to transact business in this state may change its
registered agent or its address upon filing in the office of the
secretary of state a statement setting forth:

(a) The name of the limited partnership;

(b) The name and address of its then registered agent;

(c) 1If its registered agent be changed, the name of its

successor registered agent;

(d) 1If the registered agent's address is to be changed, the,

address to which it is to be changed.

Such statement shall be executed by the limited partnership by a
general partner, and verified by him, and delivered to the secretary
of state. If the secretary of state finds that such statement
conforms to the provisions of this act, he shall file such
statement in his office.

Any registered agent of a foreign limited partnership may resign
as such agent upon filing a written notice thereof, executed in
duplicate, with the secretary of state, who shall forthwith mail a
copy thereof to the limited partnership at its principal office in
the state or country under the laws of which it is organized. The
appointment of such agent shall terminate upon the expiration of
thirty (30) days after receipt of such notice by the secretary of
state.

53~252. SERVICE OF PROCESS ON FOREIGN LIMITED PARTNERSHIPS.
The registered agent so appointed by a foreign limited partnership
authorized to transact business in this state shall be an agent of
such limited partnership upon whom any process, notice or demand
required or permitted by law to be served upon the limited
partnership may be served.

Whenever a foreign limited partnership authorized to transact
business in this state shall fail to appoint or maintain a
registered agent in this state, or whenever any such registered
agent cannot within reasonable diligence be found, or whenever the
certificate of registration of a foreign limited partnership shall
be cancelled or withdrawn, then any process, notice or demand
required or permitted by law to be served upon the limited
partnership may be served by mailing copies of the process, notice
or demand by registered or certified mail to the limited partnership
addressed to its principal office in its state of organization as
shown on its application for registration or as shown on any
application for withdrawal of a limited partnership that has
withdrawn from Idaho.

Nothing herein contained shall limit or affect the right to
serve any process, notice or demand required or permitted by law to




be served upon a foreign limited partnership in any other manner now
or hereafter permitted by law.

53-253. NAMES FOR FOREIGN LIMITED PARTNERSHIPS. A foreign
limited partnership may be admitted by the secretary of state under
any name (whether or not it is the name under which it was organized
in its state of organization) that includes without abbreviation the
words "limited partnership" and that could be adopted by a domestic
limited partnership.

53-254., CHANGES AND AMENDMENTS IN FOREIGN LIMITED
PARTNERSHIPS. If any material statement in the application for
registration of a foreign limited partnership was false when made or
any arrangements or other facts described have changed, making the
application inaccurate in any material respect, the foreign limited
partnership shall promptly file in the office of the secretary of
state a certificate, signed and verified by a general partner,
correcting such statement.

53-255. WITHDRAWAL FROM STATE OF FOREIGN LIMITED PARTNERSHIPS.
A foreign limited partnership may withdraw from this state by filing
with the secretary of state an application for withdrawal signed and
verified by a general partner., The application shall set forth:

(a) The name of the limited partnership and the state or

country under the laws of which it is organized;

(b) That the limited partnership is not transacting business in

this state;

(c) That the limited partnership surrenders its authority to

transact business in this state;

(d) That the limited parthership revokes the authority of its

registered agent in this state to accept service of process and

consents that service of process in any action, suit or

proceeding based upon any cause of action arising in this state

during the time the limited partnership was registered in this

state may thereafter be made on such limited partnership by

service thereon in the manner provided in section 53-252, Idaho

Code;

(e) A post-office address to which a copy of any process

against the limited partnership may be served on it pursuant to

the provisions of sections 53-252, Idaho Code.
The application for withrawal shall be made on forms prescribed and
furnished by the secretary of state and shall be executed by the
limited partnership by a general partner, and verified by him.

53-256. TRANSACTION OF BUSINESS WITHOUT REGISTRATION -- FOREIGN
LIMITED PARTNERSHIP. (a) A foreign limited partnership transacting
business in this state may not maintain any action, suit, or
proceeding in any court of this state until it has registered in
this state.
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(b) The failure of a foreign limited partnership to register in
this state does not impair the validity of any contract or act of
the foreign limited partnership or prevent the foreign limited
partnership from defending any action, suit, or proceeding in any
court of this state.

(c) A limited partner of a foreign limited partnership is not
liable as a general partner of the foreign limited partnership
solely by reason of having transacted business in this state without
registration.

53-257. ACTION BY ATTORNEY GENERAL. The attorney general may
bring an action to restrain a foreign limited partnership from
transacting business in this state in violation of sections 53-248
through 53-256, Idaho Code.

53-258. RIGHT OF ACTION. A limited partner may bring an action
in the right of a limited partnership to recover a judgement in its
favor if general partners with authority to do so have refused to
bring the action or if an effort to cause those general partners to
bring the action is not likely to succeed.

53-259. PROPER PLAINTIFF. In a derivative action, the
plaintiff must be a partner at the time of bringing the action and
(1) at the time of the transaction of which he complains or (2) his
status as a partner had devolved upon him by operation of law or
pursuant to the terms of the partnership agreement from a person who
was a partner at the time of the transaction.

53-260. PLEADING. In a derivative action, the complaint shall
set forth with particularity the effort of the plaintiff to secure
initiation of the action by a general partner or the reasons for not
making the effort.

53-261. EXPENSES. 1If a derivative action is successful, in
whole or in part, or if anything is received by the plaintiff as a
result of a judgement, compromise or settlement of an action or
claim, the court may award the plaintiff reasonable expenses,
including reasonable attorney's fees, and shall direct him to remit
to the limited partnership the remainder of those proceeds received
by him.

53-262. FILING FEES. The secretary of state shall charge and
collect for:

(a) Filing a certificate of limited partnership, sixty dollars
($60.00);

(b) Filing a certificate of amendment, twenty dollars ($20.00):

(c) Filing a certificate of cancellation, twenty dollars
($20.00);

(d) Filing a judicial decree of amendment or cancellation,
twenty dollars ($20.00).
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(e) Filing an application for registration as a foreign limited
partnership, sixty dollars ($60.00);

(f) Filing a certificate of change or correction of an
application for registration of a foreign limited partnership,
twenty dollars ($20.00);

(g) Filing a statement of change of registered agent of a
foreign limited partnership or its address, ten dollars ($10.00);

(h) Filing an application for withdrawal of a foreign limited
partnership from the state, ten dollars ($10.00);

(i) Filing an application for a name reservation, or transfer
thereof, ten dollars ($10.00);

(j) Filing any other statement, ten dollars ($10.00);

(k) Filing any document relating to a limited partnership, when
the filing party requires the evidence thereof to be returned within
eight (8) working hours, a surcharge of ten dollars ($10 00).

53-263. CONSTRUCTION AND APPLICATION. This chapter shall be so
applied and construed to effectuate its general purpose to make
uniform the law with respect to the subject of this chapter among
states enacting it.

53-264. SHORT TITLE. This chapter may be cited as the "Idaho
Limited Partnership Act".

53-265. SEVERABILITY. If any provisions of this chapter or its
application to any person or circumstance is held invalid, the
invalidity does not affect other provisions or applications of the
chapter which can be given effect without the invalid provisions or
application, and to this end the provisions of this chapter are
severable,

53-266. RULES FOR CASES NOT PROVIDED FOR IN THIS CHAPTER. In
any case not provided for in this chapter the provisions of the
uniform partnership law govern.

53-267. TRANSITION. (a) Each limited partnership which was in
existence on January 1, 1982, shall within two (2) years thereafter
file in the office of the secretary of state a copy of its
certificate of limited partnership with all amendments, certified by
the recorder of the county in which the original is filed, or
alternatively, it shall file a restated certificate of limited
partnership incorporating all amendments which have been made to the
certificate, executed in the same manner as provided for an original
certificate of limited partnership in section 53-211, Idaho Code.

If the limited partnership elects to file a restated certificate, it
shall include therein a statement identifying the county in which
the original certificate of limited partnership was filed and
stating the date of the original filing.

(b) Each limited partnership which has not refiled pursuant to
subsection (a) by January 1, 1984, may not maintain any action,




suit, or proceeding in any court of this state until it does
refile. The failure to refile shall not impair the validity of any
contract or act of the limited partnership nor prevent the limited
partnership from defending any action, suit, or proceeding in any
court in this state. A limited partner is not liable as a general
partner solely by reason of the failure of the limited partnership
to refile.

(c) Each foreign limited partnership which has filed a
certified copy of its certificate of limited partnership in any
county of this state prior to January 1, 1982, shall within two (2)
years thereafter file in the office of the secretary of state a copy
of its certificate of limited partnership and all amendments
thereto, certified by the official with which the original filed in
the state in which the limited partnership is organized. The
certificate shall be accompanied by a statement setting forth the
name of the county in this state in which the foreign limited
partnership first filed a certified copy of its certificate of
limited partnership and the date of such filing, which statement
shall be executed and verified by a general partner. Failure to
refile as provided herein shall result in the loss of the foreign
limited partnership's right to conduct business in this state.:

(d) The secretary of state shall charge and collect for
refilings pursuant to subsections (a) and (c) of this section,
twenty dollars ($20.00).
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IN THE UNITED STATES DISTRICT COURT
FOR THE NORTHERN DISTRICT OF ILLINOIS
EASTERN DIVISION

In re

AND PACIFIC RAILROAD COMPANY,
Chapter VIII

)
5 ) &
CHICAGO, MILWAUKEE, ST. PAUL ) Bankruptcy No. '77-8—5929
)
)
Debtor. )

NOTICE OF HEARING ON APPOINTMENT OF TRUSTEE
AND NOTICE OF PROOF OF CLAIM PROCEDURE
AND OF AUTOMATIC STAY

To creditors, stockholders and other parties of interest:

A petition having been filed on December 19, 1977, by
Chicago, Milwaukee; St. Paul and Pacific Railroad Company, the
above-named debtor, of 516 West Jackson Boulevard, Chicago,
"Illinois 60606, seeking relief under Chapter VIII of the
Bankruptcy Act notice is hereby given, that:

1. A hearing on the -appointment of a trustee shall

» be held in Court Room No. .2/03F , United States Court House,

. 219 South Dearborn Street, Chicago, Illinois 60604, on
‘January /&, 1978, at 730 o'clock g .m.

2. On or before January //, 1978, suggestions of

- persons qualified to serve as trustee may be submitted to the

court at the address appearing in paragraph 1.
3. The last date for filing an ahswer to the petition
by any creditor, indenture trustee, or stockholder is the day

prior to the date of the hearing set in paragraph 1. If a timely

-




answer is filed, the court will consider such answer at the

. hearing on appointment of a trustee.

4. The trustee will file a list of creditors and

" stockholders pursuant to Chapter VIII Rule 8-106 of the Rules of

: Bankruptcy Procedure. In order to vote on a plan or share in

any -distribution, a creditor who is not listed, and a creditor

whose claim is listed as disputed, contingent, or unliquidated

:as to amount, must file a proof of claim on or before a date

‘ which will be fixed and of which you will be notified by mail

- if your address is known. A creditor who desires to assert a

. claim different in amount of character from his claim as listed,

must file a proof of claim within the time to be fixed by the

! court. Holders of record of stock, bonds, debentures, notes,

" and other securities will be entitled to vote on a plan and share

! in the distribution under a plan based on their ownership of the

% securities at the times fixed under Rules 8-306 and 8-405.

Holders of non-registered securities (securities for which no

. formal transfer records are maintained by or for the debtor)

“will be entitled to share in distribution under a plan if the

filed list includes the outstanding indebtedness of the entire
securities issue. The filing of a proof of claim covering the
entire indebtedness by a trustee under a trust indenture will
also establish the right of a holder of a security under the
indenture to share in distribution under a plan. However, since

the filed list or the proof of claim of a trustee under a trust

indenture may not indicate who owns nonregistered securities,

" it may be impossible to provide voting materials to nonregistered

-




security holders. If you are the holder of a nonregistered
security and you desire to vote on a plan, you must file a
timely proof of claim.

You are further notified that:

The hearing on appointment of a trustee méy be

f continued or adjourned from time to time by order made in open

i court, without further notice to creditors, indenture trustees,

i and stockholders.

The filing of the petition by the above-named debtor

' operates as a stay of the commencement or continuation of any

:'action against the debtor, of any setoff by a creditor, of the

- enforcement of any judgment against the debtor, of any act or

'~ the commencement or continuation of any court proceeding to

enforce any lien on-the property of the debtor, and of any

. court proceeding commenced for the purpose of rehabilitation

of the debtor or the liquidation of its estate as provided by
Rule 8-501.

BY ORDER OF THE UNITED STATES DISTRICT COURT FOR THE

{ NORTHERN DISTRICT OF TILLINOIS.

THOMAS B, MCMILLEN

District Judge

A THUE COPY-ATIEST .
H. STUART CUNNINGHAM, CLERK

By
TY CLERX
U. S. DISTKICT COURT, NORTHERM
DISTRICT OF ILLINQIS
DATE: [2-26-77_.




¢

' (1/859)

, ’vﬂnutc Order Form

UNITED STATES DISTRICT COURT, NORTHERN DISTRICT OF ILLINOIS, EASTERN DIVISION

Case Number

77 B 8999

Date

July 12,

1985

Name of
Assigned Judge

THOMAS R. McMILLEN

Sitting Judge if Other
Than Assigned Judge

Case In Re: Chicago, Milwaukee, St. Paul & Pacific RR Co.
Title
MOTION: (In the following box (a) indicate the party filing the motion, e.g., plaintiff, defendant 3d-party plaintiff,

and (b) state briefly the nature of the motion being presented.)

DOCKET ENTRY:

(The balance of this form is reserved for notations by court staff.)

4y D

Judgment is entered as follows:

@

QA 832

(Other docket entry:]

3 Filed motion of [use listing in “MOTION™ box above ].
(4) Brief in support of motion due
(5) Answer brief to motion due . Reply to answer brief due
Hearing
(6) . set for. at
Ruling
(7) Status hearing I lhcld Icon(inued to | set for I Ire-sel for at
(8) Pretrial conference | I held I Icontinucd to I Ise( for | lrc-scl for at
(C)] Trial I I set for I [ re-set for at
(10) | l Trial I [ Hearing held and continued to, at .
(1 This case is dismissed I l without | I with  prejudice and without costs | l by agreement I | pursuant to
I l FRCP4(j) (failure to serve) | l Gencr‘Ll,Rule 21 (want of prosecution) I I FRCP4l(a)1) I I FRCP41(ax2)
NN T \
(12) X DRAFT. (For further detail see order \ i : l ¥ | on the reverse of I i [auached to the original minute order form. |
No notices required. ‘ number
Noti ited by iud f JLJ/% of notices D 4
‘Notices mai y judge’s staff. N 8 ocument
- P \\ g ¢ date typed
Notified counsel by telephone. \l L L\, “ J U L 1 9 4985 c:veh);g:s
* Docketing to mail notices. ek
ate
Mail CIV-31 form. st d JUL ﬂ_}'|985 Sackessi
courtroom - - 4 .
deputy’s L . ate mid.
%‘ initials J J Eu 1 g 13‘1(2{:; notices
Dateitime received in mailing dpty.
\ central Clerk's Office W K inil?:l:xy

L-2

Mt



-

IN THE UNITED STATES DISTRICT COURT
FOR THE NORTHERN DISTRICT OF ILLINOIS
EASTERN DIVISION

IN THE MATTER OF: ) In Proceedings for the
) Reorganization of a
CHICAGO, MILWAUKEE, ST. PAUL ) Railroad :
and PACIFIC RAILROAD COMPANY, )

)

)

No. 77 B 8999
Thomas R. McMillen {;B‘g%ﬁ;’ﬁh
. ST v R, ,a;.i ’

JUL 19 1985

Debtor.

ORDER .NO. 832

Upon consideration of the Trustee's 1985 Plan of
Reorganization (the "Plan"), due notice having been given to
creditors, stockholders and other parties in interest in
accordance with this Court's Order No. 811, the Court,
acting as Court of Reorganization for the Debtor pursuant to
Section 77 of the Bankruptcy Act of 1898, as amended ("Section
77"), finds and concludes as foilows:

1. The Chicago, Milwaukee, St. Paul and Pacific
Railroad Company, the Debtor in this proceeding, a Wisconsin
corporation, filed on December 19, 1977 its petition to this
Court to effect a plan of reorganization under Section 77.

A copy of that petition was filed at the same time with the

Interstate Commerce Commission (the "Commission"). This

Court has jurisdiction over the proceedings pursuant to

Section 77.
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25 The Court approved the petition as properly
filed on December 20, 1977. Stanley E.G. Hillman was
appointed trustee of the property of the Debtor on the
February 13, 1978. Mr. Hillman was succeeded as Trustee by
Richard B. Ogilvie on August 20, 1979. Mr. Hillm;n from the -
date of his appointment until August 20, 1979, ana Mr.
Ogilvie from that date until the present time, have continued
in the possession and control of the proéerty and assets of
the Debtor and their operation.

. 8 On March 31, 1983, the Trustee filed with the
Court an Amended Plan of Reorganization for the Debtor,
which was referred to the Commission by order of this Court.
After due notice and hearings, the Commission, in orders
served September 26, 1984, and January 11, 1985, approved a
modified version of the Trustee's plan.

4. On February 19, 1985, this Court, in Order
No. 809, approved the sale of the Debtor's operating rail
assets to the Soo Line Railroad Company and its affiliate
The Milwaukee Road Inc., formerly SLRCO, Inc. (collectively
"Soo") pursuant to the terms of an Asset Purchase Agreement
("APA") between the Trustee and Soo.

5. On April 10, 1985 the Commission, upon petition

of the Trustee, issued a decision in which it ruled that
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further modifications to the Trustee's Amended Plan need not
be considered by the Commission.

6. On May 1, 1985, the Trustee filed with this
' Court his 1985 Plan of Reorganization for the Debtor (the
"Plan"). The Plan recognized the sale of the operating -
assets to Soo but otherwise incorporated the essenﬁial
provisions of the plan approved by the Commission. After
due notice to creditors, stockholders ana other parties in
interest was given in accordance with Order No. 811, this
Court held hearings, received evidence, and heard the
arguments of counsel wishing to be heard on June 24) 25 and
27, 1985 for the purpose of considering approval and con-
firmation of the Plan.

T e Objections to the Plan and supporting briefs
were filed by various parties in interest, including the
Debtor and CMC; Soo; The United States of America; Chicago,
Milwaukee, St. Paul and Pacific Bond and Debenture Holders
Protective Committee ("Committee"); The First National Bank
of Chicago (the "Indenture Trustee"); Stickney Corporation
("Stickney"); Pullman Leasing Company, GATX Corporation,
Fruit Growers Express and Union Tank Car Company ("Trade
Creditors"); Railroads as Creditors ("Interline Railroads") ;
Chessie System Railroad Co. ("Chessie"); Grand Trunk Western
Railroad Co. ("GTW"); Harris Bank ("Harris") jointly with

Continental Bank ("Continental"); Messrs. Spencer, Todhunter

and Stevens ("Spencer"); Elroy G. Schoeneck; Railway Labor
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Executives' Association ("RLEA"); Organization of Minority

Vendors, Inc. ("OMVI"); Seaboard System Railroad, Inc.
("Seaboard"); Iowa Interstate Railroad, Inc. ("Iowa Interstate");
certain Counties of the State of Iowa ("Iowa Counties"); J.

Howard Brosius; John M. Medvetz; William E. Bromsen, as
Trustee for certain preferred stockholders; and Bi;ke H.
Schubert, as attorney for unidentified preferred stockholders.
Oral objections were propounded at the héarings by the
Escanaba and Lake Superior .Railroad ("E&LS").
8. At the hearings, the following objections
were withdrawn:
(a) the objection of the Debtor and CMC to the
|
provisions in Sections 6.1 of the Plan con-
cerning the procedure for rejection of ;
executory contracts; and
(b) the objection of the Committee which had
sought provision in the Plan for lost, stolen
or misplaced certificates.
Seaboard withdrew its objections with respect to the provisions
in the Plan concerning discharge of claims assumed by Soo
and concerning bar dates and notice, while reserving its
right to object to the proposed modifications to those
provisions that were to be filed with the Court by the

Trustee, the Debtor, CMC and Soo.
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9. On June 27, 1985 the Trustee, the Debtor,
CMC, and certain creditors filed proposed modifications to
Sections 5.3 and 5.4 of the Plan, concerning the rates and
the method of calculation of interest on Class A and Class C
claims. On July 1, 1985 the Trustee, Soo, the Debtor: and
CMC filed proposed modifications to Sections 5.8, 10.2, 11.1
and 11.2 of the Plan, concerning discharge pf claims, bar
dates and notice. Due notice was given of these modifications
and the time for filing of objéctions.

10. The Court has considered the certified
record of proceedings before the Commission, the Commission's
decisions of September 26, 1984, January 11, 1985 and April 10,
1985, the Plan, the objections to the Plan and proposed
modifications filed with the Court and propounded orally at
the hearing, the briefé filed by various parties, the
evidence adduced at the hearings, and the arguments of
counsel wishing to be heard.

11. With respect to the Committee's request for
discovery with respect to the value of the Debtor's assets,
the Court finds:

a. The Committee is not entitled to further
discovery pursuant to Bankruptcy Rule 8-705.
Rule 8-705 does not apply to proceedings
relating to approval or confirmation of a
"Section 77 plan of reorganization. Such

proceedings are governed by Bankruptcy Rule
8-304;

b. Section 77 and Bankruptcy Rule 8-304 do not
contemplate de novo hearings before this
Court with respect to valuation issues
considered or which could have been considered
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by the Commission, and accordingly there is

no justification for allowing further discovery
with respect to valuation issues, which could
have been raised before the Commission.

Ecker v. Western Pacific Railroad Corp., 318
U.S. 448, 473 (1943);

Sufficient information with respect to value
has been made available to the Committee in
the certified record of the proceedings
before the Commission, in publicly filed
documents, and in interrogatory answers filed
by the Trustee. The Court accordingly finds,
in the exercise of its discretion to control
discovery, that there is no justification for
further discovery with respect to the issues
raised by the Committee and that the record
before this Court with respect to matters as
to which discovery is sought is sufficient;
and :

The Court does not see the relevancy or benefit
to be gained. by the Committee by granting
further discovery. The request for discovery
and for a continuance of the approval and
confirmation hearing is therefore denied.

Bar Dates and Discharge of Claims

With respect to the objection of the United

States of America seeking provision in the Plan for claims
arising out of the government debt assumed by Soo under the
APA, the Court rules that Order No. 809 relieved the Trustee
from all obligations and liabilities with respect to the
government debt assumed by Soo, and that the claims of the
United States under that government debt accordingly are not

entitled to treatment in the Plan.
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13. With fespect t; éhe objection of RLEA seeking
provision in the Plan for employees' claims under the Wage
Deferral Agreement approved in this Court's Order No. 551,
the Court finds that Order No. 809 relieved the Trustee from
all obligations and liabilities with respect to those claims, _
which accordingly are not entitled to provision iﬁ the Plan.

14. With respect to the orél objection of E&LS
seeking treatment under the Plan for claims arising.out of
trackage rights agreements assigned to Soo under the APA,

the Court finds that Order No. 809 relieved the Trustee from

all obldigasess—amd liability arising out of trackage rights — 72«

agreements assumed by Soo, ard—+that anv-—eclaims of E&ES

15. With respect to OMVI's request for clarifi-
cation of the treatment of claims asserted by OMVI in an
action now pending in the United States District Court for
the Northern District of Illinois, Eastern Division, the
Court finds that the Trustee's obligations with respect to
those claims were assumed by Soo and that Order No. 809
relieved the Trustee from all obligations and liabilities
with respect to those claims, which accordingly are not
entitled to treatment under the Plan.

16; With respect to the Iowa Counties' objection

concerning the treatment of real property tax installments

due after February 19, 1985, the Court finds that Order
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No. 809 relieved the Trustee from all obligations and lia-
bilities with respect to those taxes to the extent they
relate to real property transferred to Soo, and that ac-
cordingly those claims are not entitled to treatment under
the Plan. With respect to the Iowa Counties' other ob-
jections relating to treatment of claims for taxes and
special assessments, the Court finds that the Plan adequately
provides for those claims, to the extent they have not been
assumed by Soo.

17. With respect to Iowa Interstate's objections
concerning bar dates for claims against the Trustee in his
individual capacity the Court finds that the Plan provides
fair and adequate opportunity for Iowa Interstate to assert
any claims it may have against the Trustee individually.

18. With respect to Seaboard's objection to the
provisions for the discharge of the Trustee upon consum-
mation, the Court finds that this objection is premature and
should be denied without prejudice to Seaboard's right to
object to discharge at the time discharge is considered by
the Court.

19. The proposed modifications filed on July 1, 1985
by the Trustee, Soo, the Debtor and CMC proposed that Section
5.8, the last sentence of Section 10.2 and Section 11.1 and

11.2 of the Plan be modified as follows:




5.8 Termination of Right to Reveive Payment
Under the Plan

The rights of all security holders, creditors and
claimants to receive payment under this Plan will terminate
five years after the Consummation Date or, as to Claims
asserted as of the Consummation Date but not finally settled
or adjudicated until after the fourth anniversary of the
Consummation Date, one year after the date of final settlement .
or adjudication. The holders of Allowable Claims who:do not
deliver certificates, properly endorsed with signature
guaranteed, for cancellation with respect to Class B Claims
or appropriate forms of release and satisfaction required by
the Trustee with respect to all other Claims within the-time
specified in this Section 5.8 will not be entitled to
participation under the Plan.

* * *

10.2. Bar Date for Claims Against Trustee

. «. . . Notice of the bar dates established in this
Section 10.2 shall be published in The Wall Street Journal
(national edition) not later than ten days after the Confirmation
Date and not later than ten days prior to the Consummation
Date, respectively.

XI. Bar of Claims Against Trustee as Trustee, the Debtor or
the Estate

11.1 Bar Dates

In accordance with Orders 201 and 265, certain
Pre-Petition Claims which were not filed with the Trustee on
or before January 9, 1980 are barred and are not subject to
treatment under this Plan. Pre-Petition and Post-Petition
Claims against the Trustee in his capacity as Trustee, the
Debtor or the Estate which have been filed in a form not
satisfactory to the Trustee, or which have not been previously
filed and are not barred by Orders 201 or 265, must be filed
with the Court and served upon the Trustee not later than 60
days after the Confirmation Date or be forever barred. Any
such Claim arising after the Confirmation Date but prior to
the Consummation Date must be filed with the Court and served
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upon the Reorganized Company not later than 30 days after
the Consummation Date or be forever barred. Not later

than ten days after the Confirmation Date the Trustee shall
give notice of the first bar date provided in this Section
11.1 by mail to all claimants whose filings are not satis-
factory to the Trustee, and to all persons or entities

who the Trustee reasonably believes have a Claim against the
Trustee in his capacity as Trustee, the Debtor or the

Estate which has not previously been filed and is not barred
by Orders 201 and 265. On or before the Consummation Date
the Trustee shall give notice of the second bar date -
established in this Section 11.1 by mail to all persons

or entities who the Trustee reasonably believes have a

Claim against the Trustee in his capacity as Trustee,

the Debtor or the Estate which has not previously been '
filed and is not barred by Orders 201 and 265 or by the
first bar date established in this Section 11.1. Notice

of the bar dates established in this Section 11.1 shall

be published in The Wall Street Journal (national edition)
not later than ten days after the Confirmation Date and not
later than ten days prior to the Consummation Date, respectively.

11.2 Scope of Bar

The bar dates provided in Section 11.1 apply to
all Claims, including Claims for contribution or indemnity
existing as of the Confirmation Date and the Consummation
Date, respectively. The bar dates provided in Section 11.1,
however, do not apply to claims for contribution or indemnity
based on facts that are unknown, undisclosed and unasserted
as of the Confirmation Date or the Consummation Date, respec-
tively. Claims arising prior to the Consummation Date based
on personal injury or death to any person who was a minor
at the time of occurrence, as determined under the laws of
the State of which he or she was then a resident, may not
be asserted against the Reorganized Company unless timely
filed by a person having the responsibility over the legal
affairs or guardianship of that person. Claims which were
the subject of lawsuits filed prior to the Consummation
Date but which are not pending on the Consummation Date
may not be reasserted subsequent to the Consummation Date,
even if dismissal of the lawsuit was without prejudice and
the time permitted for refiling has not run. The notices
given in accordance with Section 11.1 above shall contain
the information set forth in this Section 11.2.

The Court finds that these modifications represent a fair and
equitable settlement between the Trustee, the Debtor, CMC and
Soo, and that the Plan proviéions, as modified, afford fair
and equitable treatment to claimants and the Debtor's stockholders.

Accordingly, the Plan should be modified as proposed.
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With respect to the objections of the Committee

and the Indenture Trustee concerning the interest payable on

the Debentures,

the Court finds for the reasons set forth in

the Court's Order No. 831 that the second paragraph of

Section 5.4 of the Plan should be modified to read as follows:

"Interest with respect to Class B Claims will

be paid as follows:

(a)

(b)

{c)

21.

Interest at the rate of five percent per

annum, without compounding, will be paid on

the principal amount of the Debentures beginning
on January 1, 1976, and continuing every year

or portion of a year thereafter until the
Distribution Date for Class B Claims, regardless
of whether the Debtor had Available Net Income
as that term is used in the Indenture;

Each unpaid annual installment of interest

(as set forth in subparagraph (a)) shall
itself constitute an Allowable Claim, which
shall bear interest at the rates specified in
Section 5.4 of the Plan for Class A and C
Claims, beginning on the date each installment
was due, and continuing every year or portion
of a year thereafter until the Distribution
Date for Class B Claims; and

Except as provided in subparagraphs (a) and

(b) , no other interest shall be paid on the

principal of the Debentures or on the unpaid
installments of interest."

With respect to the suggestion of the Debtor

and CMC that the original maturity date of the Debentures be

reinstated, the Court finds that under Section 77 this Court

has the equitable power, in appropriate circumstances, to

cure defaults under long-term debt instruments and to




" w] G

-

E— =

reinstate the original maturity date, but that under the
circumstances of this reorganization, that exercise of this
power with respect to the Debtor's Debentures is not appro-
priate.
22. The proposed modifications filed on July 27, 1985
gchiely padic patig o
by the Trustee, the Debtor, CMC and certalnAg editors proposed
that Section 5.3 and the first paragraph of Section 5.4 of

the Plan be modified as follows:

5.3 Calculation of Interest

Each allowable Claim will be entitled to interest,
calculated as provided in this Section and Section 5.4
below. Interest and related charges will be calculated
at the rates provided by the Plan from a date a Claim is
liquidated until (1) the Distribution Date, in the case
of Claims finally allowed, settled or adjudicated prior to
the applicable Distribution Date, or (2) the date of pay-
ment, in the case of other Claims. The liquidation date
shall be deemed the date upon which the principal amount
of the Claim is ascertainable from the Trustee's records.
With respect to Claims which were liquidated prior to
December 19, 1977, the liquidation date shall be deemed
December 19, 1977.

5.4 1Interest Rate

| Interest with respect to Class A and Class C Claims

| will be calculated in accordance with Section 5.3 above at

the rate of seven and one-half per cent (7-1/2%) per annum,

| without compounding from the date of liquidation to

| February 19, 1985. From February 20, 1985 to the Distribu-
tion Date (in the case of Claims finally allowed, settled
or adjudicated prior to the applicable Distribution Date),
or to the date of payment (in the case of other Claims)
interest will be calculated at the rate of interest cur-
rently being earned on the funds of the estate held in
escrow accounts in the name of the Trustee. The current
rate of 8.5% shall be applied from February 20 through
September 1, 1985. The Trustee, the Debtor or claimants
entitled to interest may make application to have this
rate altered prospectively for periods beginning after
September 1, 1985 in the event the interest then being
earned on funds of the estate should warrant a change.
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With respect to these proposed modifications, the Court
finds that:

a. The proposed modifications represent a fair
and equitable settlement between the Trustee,
the Debtor, CMC and most of the creditors
filing objections to the rates and manner of
calculation of interest provided in the Plan.
The proposed modifications are the result of
extended negotiations conducted by able and
experienced counsel for the Debtor, CMC and
the creditors who have been most active in
these proceedings. In re Penn Central

" Transportation Co., 354 F. Supp. 710, 715
(E.D.Pa. 1972); ’

b. It is in the best interests of the Debtor, the
Estate, and the creditors to have all these
matters immediately and finally resolved. Id.

€. In light of the claims asserted, the pre-
vailing interest rates, the losses suffered
by the Estate during the reorganization, the
varying statutory rates that apply in states
of residence of claimants, and the decision
of the Rock Island reorganization court with
respect to interest rates, the rates and
method of calculation provided in the pro-
posed modifications are fair and equitable to
all creditors in Classes A and C.
Accordingly, the Plan should be modified as proposed.
23. With respect to the claims of the United
States and the Iowa Counties for interest and penalties on
their claims for taxes at rates higher than the interest
rates provided for other claims in Classes A and C, the
Court finds that penalties are not properly assessable for
delay of tax payments occasioned by the reorganization, In

" re Penn Central Transp. Co., 458 F. Supp. 1234, 1281 (E.D.

Pa. 1978); and that the interest rates provided in Sections
5.3 and 5.4 of the Plan, as modified, are fair and equitable

and are applicable to both sets of claims.
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24, With respect to théﬁobjections of Elroy G.
Schoeneck seeking interest on Class A personal injury claims
at a rate higher than provided for other unsecured creditors,
the Court finds that the priority status of the personal
injury claimants does not entitle them to higher rates of
interest on their claims, and personal injury claimants
should accordingly receive interest at the same rates as
other unsecured creditors.

25. With respect to the objections of Iowa
Interstate seeking pre—judgmeﬁt interest the Court finds
that claims for pre-judgment interest are appropriately
resolved as part of the resolution of disputed claims.

26. With respect to the objections of Harris and
Continental seeking interest on advances, the Court finds
that Harris, Continental and other indenture trustees and
committees may assert their claims for interest on advances
as part of the procedure provided in Section 9.1 of the Plan
for allowance of claims for fees and expenses under Section
77 (e). Accordingly, the last two sentences of Section 5.4
of the Plan should be deleted. This does not constitute a
finding that they are entitled to interest. With respect to
the oral objection of counsel for Stickney concerning the
time for filing applications under Section 9.1 of the Plan,
the Court finds that the Plan should be amended to provide
that such applications may be filed on or before one week
after the Trustee files his modified Plan in accordance with

ordering paragraph 4 below.
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Other Objections of Creditors

27 With respect to the objections of RLEA, MDOT,
Iowa Counties and Iowa Interstate concerning the Plan's
treatment of disputed claims, the Court finds that:

a. Under Section 77 a plan of reorganization is
not required to specify the resolution and
treatment of each individual claim against
the Estate, but to provide due recognition of
the rights of each class of creditors; and

b. The Plan provides fair and adequate means for
resolving disputed claims.

28. With respect to the objections of the Committee
and Iowa Interstate concerning the adequacy of the Segregated
Account to protect claimants whose claims are to be paid by
the Reorganized Company, the Court finds that these objections
are premature, and accordingly should be denied without
prejudice to the rights of these claimants to seek appro-
priate provision for their asserted claims in the Segregated
Account at the time it is established.

29. With respect to the request of the Committee

and the Interline Railroads that the Plan be submitted to

them for voting, the Court finds that the Plan, as modified
in accordance with this Order, will provide for cash payment
to all creditors of an amount equal to the full value of
their claims, and, in accordance with Section 77 (e), need

not be submitted for voting to any class of creditors.
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30. With respect to the objections of preferred
stockholders, the Court finds that the Plan provides for no
change in the interests of the preferred stockholders, but
continues the rights of those stockholders in full force and
effect, and accordingly the Plan provides fair and equitable
treatment of their interests.

General Findings

31. The Plan, as modified in accordance with this
Order, complies with the requirements of Section 77(b).

32.  The Plan, as modified, |

a. is fair and equitable;

b. affords due recognition to the rights of each
class of creditors and stockholders;

s does not discriminate unfairly in favor of
any class of creditors or stockholders;

d. conforms to the requirements of the law
regarding the participation of the wvarious
classes of creditors and stockholders; and

e. provides for the payment of all costs of
administration and all other allowances made,
or to be made, by the Court.

33, The approximate amounts to be paid by the
Debtor or the Reorganized Company for expenses and fees
incident to the reorganization have been fully disclosed to
the extent ascertainable, are reasonable, and are within
such maximum limits fixed by the Commission. Additional

amounts as may be required to be paid out of the Debtor's

Estate or by the Reorganized' Company for services performed



and expenses and fees incurred incident to the reorganization
and the Plan will be subject to the approval of this Court.

34. The Plan, as modified in accordance with this
Order, provides for the payment of all claims of the United
States for taxes and the United States is not a creditor on
any claims for customs duties.

35. The additional findings and Fonclusions of
law, not inconsistent with the provisions of this Order,
made pursuant to Rule 52 by the Court orally on June 24, 25
and 27, 1985 are incorporated in this Order by reference
and made a part of this Order.

NOW, THEREFORE, IT IS ORDERED, ADJUDGED AND DECREED
AS FOLLOWS:

5 P The Plan, with the modifications specified in
the above findings, and with such other modifications as may
be necessary to conform to the above findings, is hereby
approved.

2. The Plan, as so modified, is hereby confirmed.

3. Objections to the Plan and the amendments
proposed by the Trustee and other parties are allowed to the
extent consistent with the above findings and the modifications
specified herein. All other objections to the Plan and the
proposed modifications are denied.

4. That the Trustee is directed to file with the
Court, on or before July 29,' 1985, a modified Plan in conformity

with this Order.
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5. The Trustee is directed to provide notice by
mail of the approval and confirmation of the Plan, as
modified, to all parties on the Official Service List, and
all creditors and stockholders. The Trustee is further
ordered to publish, as soon as possible after filing with

this Court a modified Plan, notice of the approval and

confirmation once in The Wall Street Journal (national

edition). The notices provided by mail and in The Wall

Street Journal shall also contain notice of the bar dates

for claims provided in the Plan.

ENTER

. /ﬁ?/qbbtv/tidzéaq

United States District Judge

parep: JUL 12 1985
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Debtor.

To: Official Service List and persons who filed objections
to the 1985 Plan of Reorganization

PLEASE TAKE NOTICE that I have this date filed
with the Clerk of the United States District Court for the
Northern District of Illinois, Eastern Division, the at-
tached "Trustee's Proposed Order." Pursuant to ruling of
the Court, any objections to the form of "Trustee's Proposed
Order" shall be heard on the 12th day of July, 1985 at 9:30
a.m. before the Honorable Judge Thomas R. McMillen, Judge of
the United States District Court for the Northern District
of Illinois, Eastern Division, in the room usually occupied
by said Judge as a courtroom in the United States Courthouse,
219 South Dearborn Street, Chicago, Illinois, or, in the
absence of said Judge, before any other Judge who may be
sitting in said place or stead, at which time and place you
may appear if you so desire.

Dated this 8th day of July, 1985.

Vssrnar () fnyon

One of thé Attornéys for
Richard B. Ogilvie, Trustee of
the Property of the Chicago,
Milwaukee, St. Paul and
Pacific Railroad Company,
Debtor

ISHAM, LINCOLN & BEALE
Three First National Plaza
Suite 5200

Chicago, Illinois 60602

(312) 558-7500




CERTIFICATE OF SERVICE

I hereby certify that I have this 8th day of July,
1985, caused to be served by messenger delivery, Federal
Express or deposit in the United States mail, first class
postage prepaid, copies of the attached "Trustee's Proposed
Order" upon all parties on the Official Service List and all
persons who filed objections to the Trustee's 1985 Plan of

Reorganization.




IN THE UNITED STATES DISTRICT COURT
FOR THE NORTHERN DISTRICT OF ILLINOIS
EASTERN DIVISION

In Proceedings for the
Reorganization of a

IN THE MATTER OF: )
)
CHICAGO, MILWAUKEE, ST. PAUL ) Railroad
) .
)
)

and PACIFIC RAILROAD COMPANY,
No. 77 B 8999

Debtor. Thomas, R. McMillen, Judge

ORDER NO.

Upon consideration of the Trustee's 1985 Plan of
Reorganization (the "Plan"), due notice having been given to
creditors, stockholders and other parties in interest in
accordance with this Court's Order No. 811, the Court,
acting as Court of Reorganization for the Debtor pursuant to
Section 77 of the Bankruptc? Act of 1898, as amended ("Section
77"), finds and concludes as follows:

1 The Chicago, Milwaukee, St. Paul and Pacific
Railroad Company, the Debtor in this proceeding, a Wisconsin
corporation, filed on December 19, 1977 its petition to\this
Court to effect a plan of reorganization under Section 77.

A copy of that petition was filed at the same time with the
Interstate Commerce Commission (the "Commission"). This
Court has jurisdiction over the proceedings pursuant to

Section 77.

L-3



2. The Court approved thé petition as properly
filed on December 20, 1977. Stanley E.G. Hillman was
appointed trustee of the property of the debtor on the
February 13, 1978. Mr. Hillman was succeeded as Trustéé by
Richard B. Ogilvie on August 20, 1979. Mr. Hillman from the
date of his appointment until August 20, 1979, and Mr.
Ogilvie from that date until the present time, have continued
in the possession and control of the property and assets of
the Debtor and their operation.

3s On March 31, 1983, the Trustee filed with the
Court an Amended Plan of Reorganization for the Debtor,
which was referred to the Commission by order of this Court.
After due notice and hearings, the Commission, in orders
served September 26, 1984, and January 11, 1985, approved a
modified version of the Trustee's plan.

4. On February 19, 1985, this Court, in Order
No. 809, approved the sale of the operating rail assets to
the Soo Line Railroad Company and its affiliate the Milwaukee
Road Inc., formerly SLRCO, Inc. (collectively "Soo") pursuant
to the terms of an Asset Purchase Agreement ("APA") between
the Trustee and Soo.

5. Oﬁ April 10, 1985 the Commission, upon petition

of the Trustee, issued a decision in which it ruled that




further modifications to the Trustee's Amended Plan need not
be considered by the Commission.

6. On May 1, 1985, the Trustee filed with this
Court his 1985 Plan of Reorganization for the Debtor (the
"Plan"). The Plan recognized the sale of the operating
assets to Soo but otherwise incorporated the gssential
provisions of the plan approved by the Commis;ion. After
due notice to creditors, stockholders and other parties in
interest was given in accordance with Order No. 811, this
Court held hearings and received evidence on June 24, 25 and
27, 1985 for the purpose of considering approval and con-
firmation of the Plan.

T Objections to the Plan and supporting briefs
were filed by various parties in interest, including the
Debtor and CMC; Soo; The United States of America; Chicago,

Milwaukee, St. Paul and Pacific Bond and Debenture Holders

Protective Committee ("Committee"); The First National Bank
of Chicago (the "Indenture Trustee"); Stickney Corporation
("Stickney"); Pullman Leasing Company, GATX Corporation,

Fruit Growers Express and Union Tank Car Company ("Trade
Creditors"); Railroads as Creditors ("Interline Railroads");
Chessie System Railroad Co. ("Chessie"); Grand Trunk Western
Railroad Co. ("GTW"); Harris Bank ("Harris") jointly with
Continental Bank ("Continental"); Messrs. Spencer, Todhunter

and Stevens ("Spencer"); Elroy G, Schoeneck; Railway Labor
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Executives' Association ("RLEA"); Organization of Minority
Vendors, Inc. ("OMVI"); Seaboard System Railroad, Inc.
("Seaboard"); Iowa Interstate Railroad, Inc. ("iowa Interstate") ;
the Counties of the State of Iowa ("Iowa Counties"); J.

Howard Brosius; John M. Medvetz; William E. Bromsen, as

Trustee for certain preferred stockholders; and Blake H.
Schubert, as attorney for unidentified prgferred stockholders.
Oral objections were propounded at the heéring by the Escanaba
and Lake Superior Railroad ("E&LS").

8. At the hearings, the following objections

were withdrawn:

(a) the objection of the Debtor and CMC to the
provisions in Sections 6.1 of ﬁhe Plan con-
cerning the procedure for rejection of
executory contracts, and

(b) the objection of the Committee which had
sought provision in the Plan for lost, stolen
or misplaced certificates.

Seaboard withdrew its objections with respect to the provisions
in the Plan concerning discharge of claims assumed by Soo

and concerning bar dates and notice, while reserviné its

right to object to the proposed modificatiohé to those
provisions that were to be filed with the Court by the

Trustee, the Debtor, CMC and Soo.



9. On June 27, 1985 the frustee, the Debtor,
CMC, and certain creditors filed proposed modifications to
Sections 5.3 and 5.4 of the Plan, concerning the rates and
the method of calculation of interest on Class A and Class C
claims. On July 1, 1985 the Trustee, Soo, the Debtor and
CMC filed proposed modifications to Sections 5.8, 10.2, 11.1
and 11.2 of the Plan, concerning discharge of claims, bar
dates and notice. Due notice wés given of these modifications
and the time for filing of objections.

10. The Court has considered the certified
record of proceedings before the Commission, the Commission's
decisions of September 26, 1984, January 11, 1985 and April 10,
1985, the Plan, the objections to the Plan filed with the
Court and propounded orally at the hearing, the briefs filed
by various parties, the evidence adduced at the hearing, and
the arguments of counsel wishing to be heard.

11. With respect to the Committee's request for
discovery with respect to the value of the Debtor's assets,
the Court finds:

a. The Committee is not entitled to discovery
pursuant to Bankruptcy Rule 8-705, because
Bankruptcy Rule 8-705 does not apply to
proceedings for consideration of approval of

a Plan of Reorganization, which are governed
by Bankruptcy Rule 8-304;
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Section 77 and Bankruptcy Rule 8-304 do not
contemplate de novo hearings before this

Court with respect to valuation issues
considered or which could have been considered
by the Commission, and accordingly there is

no justification for allowing discovery with
respect to valuation issues, which could have
been raised before the Commission, Ecker v.
Western Pacific Railroad Corp., 318 U.S. 448,
473 (1943);

Sufficient information with respect to value
has been made available to the Committee in
the certified record of the proceedings
before the Commission, in publicly filed
documents, and in interrogatory answers filed
by the Trustee. The Court accordingly finds,
in the exercise of its inherent . discretion to
control discovery, that there is no justifi-
cation for further discovery with respect to
the issues raised by the Committee and that
the record before this Court with respect to
matters as to which discovery is sought is
sufficient for its required legal rulings;
and

The Committee has not demonstrated the relevancy
of the information sought to the issues to be
decided.

Bar Dates and Discharge of Claims

With respect to the objection of the United

States of America seeking provision in the Plan for claims

arising out of the government debt assumed by Soo under the

APA, the Court rules that Order No. 809 relieved the Trustee

from all obligations and liabilities with respect to the

government debt assumed by Soo, and that the claims of the

United States under that government debt accordingly are not

entitled to treatment in the Plan.




13. With respect to the objection of RLEA seeking
provision in the Plan for employees' claims under the Wage
Deferral Agreement approved in this Court's Order No. 551,
the Court finds that Order No. 809 relieved the Trustee from
all obligations and liabilities with respect to thosg claims,
which accordingly are not entitled to provision in the Plan.

14. With respect to the oral objection of E&LS
seeking treatment under the Plan for claims arising out of
trackage rights agreements assigned to Soo under the APA,
the Court finds that Order No. 809 relieved the Trustee from
all obligations and liability arising out of trackage rights
agreements assumed by Soo, and that any claims of E&LS
arising out of those obligations are not entitled to treatment
under the Plan.

15. With respect to OMVI's request for clarifi-
cation of the treatment of claims asserted by OMVI in an
action now pending in the United States District Court for
the Northern District of Illinois, Eastern Division, the
Court finds that the Trustee's obligations.with respect to
those claims were assumed by Soo and that Order No. 809 relieved
the Trustee from all obligations and liabilities with respect
to those claims, which accordingly are not entitled to
treatment under the Plan.

le. With respect to the Iowa Counties' objection
concerning the treatment of real property tax installments

due after February 19, 1985, the Court finds that the Order




No. 809 relieved the Trustee from all obligations and lia-
bilities with respect to those taxes to the extent they
relate to real property transferred to Soo, and that ac-
cordingly those claims are not entitled to treatment under
the Plan. With respect to the Iowa Counties' other ‘ob-
jections relating to treatment of claims for taxes and
special assessmeﬁts, the Court finds that:.the Plan adequately
provides for those claims, to the extent they have not been
assumed by Soo. .

17 . With respect to Iowa Interstate's objections
concerning bar dates for claims against the Trustee in his
individual capacity the Court finds that the Plan provides
fair and adequate opportunity for Iowa Interstate to assert
any claims it may have against the Trustee individually.

18. With respect to Seaboard's objection to the
provisions for the discharge of the Trustee upon consum-
mation, the Court finds that this objection is premature and
should be denied without prejudice to Seaboard's right to
object to discharge at the time discharge is considered by
the Court.

19. With respect to the proposed modifications
filed on July 1, 1985 to Sections 5.8, 10.2, 11.1 and 11.2
of the Plan, the Court finds that these modifications
represent a fair and equitable settlement between the
Trustee, the Debtor, CMC and Soo, and that the Plan pro-
visions, as modified, afford fair and equitable treatment to

claimants and the Debtor's stockholders.

“ W
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priate.

20.

the Debentures,

a.

21.

reinstated,
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With respect to the objections of the Committee

and the Indenture Trustee concerning the interest payable on

the Court finds that:

The Debenture Indenture provides for interest
on the Debentures at 5% per annum out of
available net income as provided in the
Indenture._ ’

In light of the existence of contract pro-
visions as to interest on the losses suffered
by the Estate during reorganization, the
benefits that will inure to the Debenture
holders as a result of the payment of the
principal of the Debentures substantially in
advance of the maturity date provided on the
Indenture, there are no equities in the favor
of the Debenture holders that would justify
payment of interest on their claims at any
rate higher than provided in the Indenture.

With respect to the suggestion of the Debtor

and CMC that the original maturity date of the Debentures be
the Court finds that under Section 77 this Court.
has the equitable power, in appropriate circumstances, to
cure the faults under long-term debt instruments and to
reinstate the original maturity date, but that under the
circumstances of this reorganization, that exercise of this

power with respect to the Debtor's Debentures is not appro-

*/ In accordance with the Plan, subject to modification in
accordance with the Court's final ruling on this matter.
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22, With respect to the proposed modifications
filed on June 27, 1985 to Sections 5.3 and 5.4 of the Plan,
the Court finds that:

a. The proposed modifications represent a fair and
equitable settlement between the Trustee, the
Debtor, CMC and most of the creditors filing
objections to the rates and manner of cal-
culation of interest provided in the Plan,
and

b. In light of the claims asserted, the pre-
vailing interest rates, the losses suffered
by the Estate during the reorganization, the
varying statutory rates that apply in states
of residence of claimants, and the decision
of the Rock Island reorganization court with
respect to interest rates, the rates and
method of calculation provided in the pro-
posed modifications are fair and equitable to all
creditors in Classes A and C.

Accordingly, the Plan should be modified as proposed.

23 With respect to the claims of the United-
States and the Iowa Counties for interest and penalties on
their claims for taxes at rates higher than the interest
rates provided for other claims in Classes A and C, the
Court finds that penalties are not properly assessable for
delay of tax payments occasioned by the reorganization, In

re Penn Central Transp. Co., 458 F. Supp. 1234, 1281 (E.D.

Pa. 1978); and that the interest rates provided in Sections

5.3 and 5.4 of the Plan, as modified, are fair and equitable.
24.  With respect to the objections of Elroy T.

Schoeneck seeking interest on Class A personal injury claims

at a rate higher than provided for other unsecured creditors,
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the Court finds that the priorfty status of the personal
injury claimants does not entitle them to higher rates of
interest on their claims, and personal injury claimants
should accordingly receive interest at the same rates as
other unsecured creditors. N
25. With respect to the objections of Io@a Interstate
seeking pre-judgment interest the Court finds that claims
for pre-judgment interest are appropriateiy resolved as part
of the resolution of disputed claims.
26. With respect to the objections of Harris and
Continental seeking interest on advances, the Court ‘finds
that the proposed modification to Section 5.4 of the Plan does
not contain the provisions objected to by Harris and Continental,
and that, under the provisions of the Plan, with the modifications
ordered herein, Harris and Continental may assert their
claims for interest on advances as part of the procedure
provided in Section 9.1 of the Plan for allowance of claims

for fees and expenses under Section 77 (e).

Other Objections of Creditors

26. With respect to the objections of ‘RLEA, MDOT,
Iowa Counties and Iowa Interstate concerning the Plan's
treatment of disputed claims, the Court finds that:

a. Under Section 77 a plan of reorganization is
not required to specify the resolution and
treatment of each individual claim against
the Estate, but to provide due recognition of
the rights of each class of creditors, and

b. The Plan provides fair and adequate means for
resolving disputed claims.
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28. With respect to the objections of the Committee
and Iowa Interstate concerning the adequacy of the Segregated
Account to protect claimants whose claims are to be paid by
the Reorganized Company, the Court finds that these objections
are premature, and accordingly should be denied without
prejudice to the rights of these claimants to seek appro-
priate provision for their asserted claims in the Seg;egated
Account at the time it is established.

29. With respect to the request of the Committee
and the Interline Railroads that the Plan be submitted to
them for voting, the Court finds that the Plan, as ﬁodified
in accordance with this Order, will provide for cash payment
to all creditors of an amount equal to the full value of
their claims, and, in accordance with Section 77 (e), need
not be submitted for voting to any class of creditors.

30. With respect to the objections of preferred
stockholders, the Court finds that the Plan provides for no
change in the interests of the preferred stockholders, but
continues the rights of those stockholders in full force and
effect, and accordingly the Plan provides fair aﬁd equitable
treatment of their interests.

General Findings

31l.. The Plan, as modified in accordance with this

Order, complies with the requirements of Section 77(b).
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The Plan, as modified,
is fair and equitable;

affords due recognition to the rights of each
class of creditors and stockholders;

does not discriminate unfairly in favor of
any class of creditors or stockholders;

conforms to the requirements of the law
regarding the participation of the various
classes of creditors and stockholders; and

provides for the payment of all costs of
administration and all other allowances made,
or to be made, by the Court.

The approximate amounts to be paid by the

Debtor or the Reorganized Company for expenses and fees

incident to the Reorganization have been fully disclosed to

the extent ascertainable at the date of the hearing, are

reasonable, and are within such maximum limits fixed by the

Commission.

Additional amounts as may be required to be

paid out of the Debtor's Estate or by the Reorganized Company

for services performed and expenses and fees incurred incident

to the reorganization and the Plan will be subject to the

approval of this Court.

34.

The Plan, as modified in accordance with this

Order, provides for the payment of all claims of the United

States for taxes and the United States is not a creditor on

any claims for customs duties..
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35. The additional findings and conclusions of
law, not inconsistent with the provisions of this Order,
made pursuant to Rule 52 by the Court orally on June 24, 25
and 27, 1985 are incorporated in this Order by referenge
and made a part of this Order.

NOW, THEREFORE, IT IS ORDERED, ADJUPGED AND DECREED
AS FOLLOWS:

1. The Plan, with the modifications specified in
the above findings, and with such other modifications as may
be necessary to conform to the above findings, is hereby
approved.

2. The Plan, as so modified, is hereby confirmed.

3. Objections to the Plan and the amendments
proposed by the Trustee and other parties are allowed to the
extent consistent with the above findings and the modifications
specified herein. All other objections to the Plan and the
proposed modifications are denied.

4. That the Trustee is directed to file with the
Court, on or before July 29, 1985, a modified Plan in conformity
with this Order.

5. The Trustee is directed to provide notice by
mail of the approval and confirmation of the Plan, as
modified, to all parties on the Official Service List, and
all creditors and stockholders. The Trustee is further

ordered to publish, as soon as possible after filing with

Y
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this Court a modified Plan, notice of the approval and

confirmation once in The Wall Street Journal (national

edition). The notices provided by mail and in The Wall

Street Journal shall also contain notice of the bar daEes

for claims provided in the Plan.

ENTER

United States District Judge

DATED:

“ K



